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1 INTRODUCTION 



ABOUT THt5 REPORT 

This Report his been |ri(dutnl !» in (orrti local 
authority managers, and other vxul lituunf; 
Lindlixd*. ixi the potential lot using I hum til 
sources other Hum |>uMk funds in onset iu Improve 
the cTKtgy rrtklfrKy of I heir housing Stork 

The aim ul this Repent it to shoo him viiknis 
flrunrr rats hinismi tin he used to fund me rtf} 
cfdtkrKT improvements lit housing Ihe emphasis 
is plated on Innovative methods of Unarm rig ix 
lat lijtjling mt-igy tffteteixy pfogwiimc* rattier Hun 
through existing htmsin* or mergy related grants. 

for guidance on improving the tneigy eftlcirrtty ul 
pel vite housing see General Information Report 5N 
IGIH 50} Unlocking the potential - i inane I rig 
energy efficiency In private housing' forth Reports 
should he read in ton Junction svtth Good Practice 
tiukk 82 (GPO B2> Energy efficiency In housing - 
guidance lor local auHiorllkVlH 



These puhlitaiioni sue produced as pod of the Energy 
Ufkjcmy leu Practice programme managed py 
M£$U Ott hefutfol ihc Depsumtem of the 
f muon men L Transport and Hie Regions iDfDtt 

iOffltd the issues discussed In this Report arc 
spctilk io kghfrEMxj and regulations in ptaceordy 
in FrygLmsl 

THE HOME ENERGY CONSERVATION 
ACT t«5 AMO LOCAL AGENDA 11 

The Home Energy Conservation Act HltCAi 1995 
places J statutory obligation on local ju t hon ties 
io prepare Energy Conservation Plans to improve 
i he energy eftkimey ul all domestic homing 
hy some TOKj aver a 10-15 year period (DOE 
circular 



for infant** flan prm 14td 
tn H»is grport iun hr «kV 



leg mt fpnplfiurlons umJ 
/wrmriar pitfniu n tv 



tkrrt nun W fwlrnlful 
pmfcfrnn. 



All In nigh HECA specifically lelate* io Improving 
energy efficiency In housing, many local 
atitfoihlles have developed more general strategies 




What finance 
mechanism ft 



Art the** any 
pfMCliCSl tmMmple* 
of Ihe application 

o/fj 



further defatted 
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to reduce (he emission of carbon dioxide (C0 2 1 
and promote sustainable development through 
their Local Agenda 21 planv 

These objectives necessarily have to be met within 
existing legislation and financial constrain Is. Thus 
local authorities will want to consider acting as 
facilitators or enablers rather than as direct 
providers or financiers. This Is an emerging mlc for 
many author!! Its, although the experience gained 
in developing community participation and other 
partnership arrangements in Local Agenda 21 
urinatives will be of value. 

MOW TO USE THIS REPORT 

As part of a MECA strategy, local authorities will 
wish to Identify which programmes to prioritise in 
order to meet their objectives. 

Table t contains Information on national energy use 
and COj emissions [BKprrssHl as hlulunncsot carirrml, 
and Die potential savings from existing 
cast-effective energy ifftelency measures. It gives a 
clear idea of where Iocj] authorities can must usefully 
target their tesoutces to maximise energy and 
CG> ravings. 



Although the figures may vary regionally, table 1 
Illustrates the need to consider the implications of 
tenure and the type of measure being promoted 
when drawing up programmes. The table does 
Ignore household Income although, as many Social 
housing tenants arc dependent on taw Incomes, 
this will Influence the mechanism chosen. It Is 
assumed that 30% of the savings In hearing 
measures will betaken In Improved comfort. 

Chapter 2 includes matrices to assist m Identifying 
the finance mechanism appropriate for financing a 
particular energy efficiency measure. More detailed 
information on each finance mechanism url be 
found In chapters 3 to 11, The case studies In 
chapter 13 highlight practical examples of the 
application of these mcclianisms. In practice, 
programmes may piomote more than one measure 
and use a combination of mechanisms- 

Having Identified a particular finance mechanism, 
it may be useful lo obtain more detailed 
information. Chaplet U provides legal reference 
and useful contacts and relevant Internet sites are 
shown in appendix 2. Referenced public j lions a nr 
detailed on ppge S3. 





iiworr c tipi ed 
(IS 720 0001* 


I rn at authnrlly ' 
l4 <*K> 000>* 
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(J Ml fMWIJ* 
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of current housing stock 


1255.6 


27 382 


290.2 


6764 
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2782 
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Potential annual energy savings from current cost-effective measures 


loft Insulation 
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82 


1.0 


27 
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69.fr 


6227 


30.4 
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6 b 
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fr.fr 
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113,2 


1991 
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32.6 


573 


15.4 


27.3 


2.9 


55 


5.4 


ro9 


56.5 


982 
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14.fr 


273 


1.9 


27 


0.9 


27 


1.7 


27 


19.1 


327 


Hot waler tank insulation 


9.2 


164 


41 


82 


0.9 


27 


1.6 


27 


15.8 


273 


Improved heating systrms 


99,4 


U] a 


15.8 


21 B 


4.5 


55 


6,7 


109 


126.4 


1827 


I jow-cncrgy lighting 


15.7 


545 


4-9 


164 


1.1 


27 


1.6 
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2X3 


791 


Lnergy-efficierit appliances 


51.5 


1773 


13,7 


4*4 


2.7 


82 


4.1 


136 


72.0 


2455 


Total savings 


307.3 


6245 


90.0 


1827 


20,6 


4G9 


10,1 


627 


448,0 


9027 


% of current energy use 


24-5 


22,9 


31 .0 


27.1 


31,9 


26,5 


26.6 


21.9 


26,0 


23.5 



ruble l Annual cnrrjy use drill CQ-? emissions fretjnsSHf us ktmntS af r urban t from cumnl hotttittg 
ffotT, iifiil putru rhrl savin#* from cxfrtfaf C 0 St*tffc±tlvt tnemutrs (Sourcki BRE. 199S) 

"Size trl total housing stock 
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2 OVERVIEW 



THE NEED FOR PRIVATE FINANCE 

local authority housing managc-rs n^port tusuFficjeril 
public hi ndi hr (n enable the hill upgrading of the 
local am horny housing stock to standards lhal 
provide a ffo rdable warmth and healthy home* lor all 
tenants. Housing aswclatkms are generally I™ 
restricted in the amounts of money available hut 
none the less ate driven by the same need to provide 
affordable housinR. 

It is therefore necessary i« look at ways tn which 
to attract funding from "private" sources, 

it is worth noting that some o( the existing sources 
of finance such as European programmes require 
matched funding: and could be used to leverage 
additional private funding. Several of the itnancing 
mechanisms discussed in this Report combine an 
effective mix of public and private funding, 

EXISTING SOURCES OF FINANCE 
Finance fqr energy efficiency in 
local authority housing 

There is a variety of sources of public finance 
currently available to local authorities which 
contribute tn i he total sum available for expenditure 
on energy efficiency in their housing dock. 

CtAiit tippnmth under the Housing Investment 
Programme [HIP) and .tw/ipJcriiviuftify audit appwmli 
are the main sources of finance for energy 
efficiency' and most m^or capital works In local 
authority housing, t-tovernmenl currently restricts 
these in order to limit public sector borrowing. M 
part of t heir annual submission for HIP allocations,, 
luiuii ng authorities are asked to provide progress 
reports under imfOfl % of H FCA The reports are 
used to inform decisions on the HI I’, 

The Him&lrtg Krwrrwr Arcrniuf (HRA) Is the fund into 
which local authority rents are placed- Pan of Ihe 
I tin Subsidy paid by cert I rat government reimburses 
authorities for rebates gran test to tenants by w ay n < 
housing benefit- This element of the HRA subsidy 
Is effectively capped because central government 
will generally pay subsidy only to an amount 
equivalent to rebates on rents dial ate at or below 
guidelines set by DfTTR on an annual basis. 



Under the Capital fircripts flnfttoifre, the 
government has allocated additional SuppJurncntd fV 
credit approvals to local authorities to increase 
Investment in housing and houslng-relatcd 
regeneration, including energy' efficiency works 
Nearly £800 million has been released in 
and I99K/9d. Allocations are made twollurds on 
the basis of assessed nml and mu-thud on the 
basis of receipts set Aside by authorities since I WO. 

Finance foe en*rgy efficiency In 

Housing associations and other registered landlords 
represent a growing component o| many local 
authorities' renal bousing responsibility. 

Housing associations can be considered as 'private 
sector' organisations when discussing their access 
to finance- I he main sources of funding for 
bousing associations are the Social Housing tir.nK 
from central government and posable funding 
from Ihe local authority. They also have access to 
l lie full range ol private flnanrl.il Institutions. 

As such, housing associations are able to utilise 
without restriction Ihe financing mechanisms 
described In this Hepuri, 

The Housing Corporation, which provides much ol 
the finance Jur housing associations, stipulates 
relatively high levels of energy efficiency in 
development standards that form a part of its 
finance agreements. These development standards 
cover both new build and the refurbishment of 
existing housi ng. 

Othaif sautes Of finance 

The fol lowing exist lug financing mechanisms can 
be applied lo all types of Social housing land In 
some cases to private housing as well I, 

m SiHgfc Rcgerlrratiun Gadget tSttftl for regeneration 
works 

0 Kiirul Clmilatge and EiUlfes Arjlmnl Chat Settle 
fund, 

■ Hume Energy EffkUttey Schatte {ft££Si covers 
all tenures of housing where eligible 
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householder* ate aged AO or over, or claiming a 
means-tested benefit. 

■ £nrtyr Efficiency SUMiulma of P&fotmma fWJ 
places on the regional electr icily coin panics 
the requirement to spend £100 mill km over 
the period 1994-98 on measures to reduce 
electricity cunsu rnptlun In the franihlsc 
market (under 100 kW>. The Office of 
Electricity Regulation hits indicated that SoT 
will be exi ended iu the year 2000* 

■ Enwpt tm Commission /ioirfh^ for timxy project* 
is provided under the SAVE* JOULE, THERM IE or 
AlXENER program m«. SAVE relates primarily 
to l raining and dissent 1 nation of projects* 
while JOULE and THERM l E relate more to 
research and development and demonstration 
project* for new energy technologies. ALTENER 
Is concerned with renewable energy Initiatives. 

■ fmutinx limtuxh otftf* Europrtju pnptnmiKi 
(such » regional development or employment/ 
training programme*, eg. URBAN) might Include 
an energy component , This avenue has liven 
successfully employed fry the Wise Group to set 
up a number lit Intermediate Labour Market 
initiatives. 

Seeking advice in relation to European 
programmes is vital, as assembling bid* is very 
time consuming. Advice is available from 
government offices and from the European 
Commission. HEtrC.SU can provide specific 
advfce on European energy programmes iwe 
appendix 2k 

RESTRICTIONS ON PRIVATE FINANCE IN 
LOCAL AUTHORITY HOUSING 

Where the finance is a loan rather than a gram, 
whether it Ls on or off the balance sheet. It has to 
he repaid. In practice these repayments can come 
from only two sources, either from the tenants 
through rent or service charges, or from the 
government through subsidies to the lifts or m 
the tenants, whatever sou ice of funding is utilised, 
it Is necessary for local, authority housing manager* 
to consider the following restrictions. 



Compliance with fhn Capital Finance 
Regulations 

The Capital finance system wa$ designed to ensure 
that authorities have no incenti w to use credit 
arrangements rather than borrowing unless they 
genuinely represent belter value for money. The 
following guidance from the URTR Indicates how 
this principle Is applied; 

H ... authorities may also obtain t tic use of capital 
assets on credit, for example, by leasing or deferred 
purchase. Under Ihe Capital Finance System, these 
are credit arrangements and credit cover is required.,. 
The toil value of this expenditure scores again*l the 
authority's capital resources in the year that the 
contracl begins (just as If the money had been 
borrowed to hoy them outright j. This ensures 
lhat the decision whether to buy or lease Is made 
solely on value-for-momy curulderatlons, ' 

UlETR, I997)m. 

The capital finance system restricts lire options for 
private sector funding. However, tl has liven 
relaxed to facilitate the Private Finance Initiative 
arrange meitls. 

Setting rents and th« Impact on the Housing 
Revenue Account 

Some of the flmnciag mechanisms described In 
chapter* M2 involve increased service charges or 
tents to tenants. The te are Implications for the FfRA if 
rents (excluding service charges) increase Above 
guidelines wl annually by the PFTH- Where a council 
Increases rents above the guidelines: 

V it may nut receive Ihe clement of the HRA 
subsidy' which reimburses authorities for ihe 
rebate* granted to tenant* by way of housing 
benefit oil the proportion of any rent increase 
above the guidelines 

■ only Increase* In rents from tenants whn are 
not on housing bench t will provide additional 
Income In the authorin''* F1RA. 

BASIC CONCEPTS FDR WORKING WITH 
PRIVATE SECTOR FINANCE 

Mn?i bousing managers are familiar with working in 
conjunction with Ihe private sector. It is, however, 
Important to undetsta nd a few basic concepts. 
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■ Ritkv Whrn i private funding body looks ji 
I nvrtiing. one fit ihr prime emwemi h the risk 
ftHtidalfd wliili | hi- inwstmenL Infomiaikm to 
vital, ns mmilng Li i ati ire* where tnlurmaHon 
(s pout will tmieasr iht prtnetsrd levrls of risk 
1 iwfi'tuTP. i local juiiMttiiv whkh has recent 
housing vtrxA condition data, thorough 
bousing ivumagfinml recuwK hiB rent 
toOrcimi inicirTnjitan, etc. will he at »n 
ahtnutp in securing jinvjtr JdW fundiTif 

• lh*nj«r# of mi (flail (inmmnt K touting 
n> local tMvrrnmtnl to (ramln wnf of in 
appufiiutt iixnmrfttjl wfo to die (vnur wctor. 
hwil OB the principle that ihc private sestuf 
will have jpraict ripen Kr in managing rak 
Oft# iif llw key i flirt Ja tor thr FTtsale Hrunir 
in illative ill h Is llui I lure should be gtrnilnt 
risk liamlrr Hit appoMtonnYrnl nl risk should, 
tnnwvrr. noun Ural only rick* aver which Dir 
investor lm t mi in it stoiuld hr transfer ml 



■ km njTfviwrt Any jwnrafe utitucit will warn to 
make an adequate ralr of return m th«r 
imestment and Dim will unualh correvprod with 
htfhci ititomi nun than those chanced to ihc 
public m t or Thr rate of fflum wriJ afeo tsrfWei 
Ihr pfnrhnl tnrt of mi, of (hr wnTsfrndit 

Ibtvalt witra investors mar aHo hr tooting fix a 
Variety oi heiWfll* ftolti I lifir lninlfllcilt albcl 
ihao a il in [lie flnamUl return Fof example, a hid 

supplier mlgfil he warning lo expand thr customer 
hare lo n rm ii lii r ana. m no energy services 
COmpitoy rtliglll want to acquire a piece of liratirijt 
plant in order lhal I hey can serve commercial 
tuslnmen as well as the local authority. 



ThC MAlVari fWUMCt rNTtlATIVE (PR| 

The I'll was iiritrd In 11N2 o> entourage the 
ik is tof itoc l il id pdifisli toy pubk sector bodies 
uvtof pels ate Wtnt r Inamt *nd management 
viJllv The Nl provides an apprised Ttatoewort tor 
uftUniflg private sretor imesdnrnt in public sector 
prefect* thr fi nnrmnimr has dmptHwd thr 
regulations applying to ffl. with the expectalkiri 
ihal thlt will hmornr a standard mule lor pnvatdy 
financed when vet in iht- local authority sector 



fbe oh|«tlve nl the PF1 la in secure the hwf 
pnilMr value Ini money tor lire taxpayer by 
bringing jirivare rector Investment* drills and 
prncntLirrs Into I lie provision id public services. 

the ( apltfli Hfiwtir Regulations set the Iramesnuk 
tot Mil auihoriihn setting up PF1 prnfetic They 
rripjllr itul ihr |B)jn1 should tomhY genuine 
trantlef oi mi m the private wcux as measured by 
thr lonifjiit stnxiuir resting regulations tier 
paragraph lil lbi 



These are IWn tpeclfk ftwcflamuto that ale utltlsed 
in NT penfrctL 

m (hr skrslgn. ‘budiL hname JOd iSpevate i nwfi> 
aftpoMh which covers i range of aoei^Hard 

conuaeb 

• b Hu I veil lull’s whi-PC public and private 
partners |uto ruitellicr to i™ a 1 privately 
influenced* mmpany tthe regulations relating 
to iwhtH /pci vale toint s tatute companies ale 
nanrnlf) being rrvivwTdi 



bulb of lime rtmtuitotm alt desenbrd ns more 



detail sre 




V summaries id ley tegnlatton ipaiagraph 



litlbk 

nio prlvale h nance unll of itoe nfTK ha* puhbshrd 
ipiktnnir tin local asnhoriry PR: The Private 
Plruncv Inlllallsr ami local auttondhn an 
es|dafialury mile 1 ‘HI h available I rum thr unll 
[telephone Pit I (two SOI 51 Other sources o( 

111 hunt at toll from within 1 >CTR are shciwn in 
appendlc 2 of Uric JU-pret 



lit s n are u wi p»mrs ctmeemed m r 



etwygy tor thrtt nminim. Thcfe a cormderabk 
mhffest in esttN ishing 55COs in the conte at m ihr 
lihrr aliui km uf thr gas and elrctiiafy toaiiets An 
tSCt J 1 1 Hilil tor a Mto vennor cirmpam and could 
also be firtwiding servlcrs ihrough a RBfO ur 
service i tnurai i wtih a kscal authority. 
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LARGE-SCALE VOLUNTARY STOCK TRANSFER 

This Is whtK k ill or part of a council's housing 
Stock Is I rjnsfvrnrd tu I he ownership of a housing 
association or local housing company. One reason 
lor doing this is to escape the restrictions on I he 
use id private finance by local authorities. 
Although lilts is a very drastic measure, it has now 
been utilised throughout the UK as a means of 
acceding private investment to fund largc-sca If 
rehahiitialiun ot the social liouvlng slocL This is 
described in greater detail SaK'r in this Report (see 
chapter 1 1 and caw; study tt>, 

PRIVATE FINANCE F0R TENANTS 

While the options for providing finance to a local 
authority arc restricted by various rcgulahons, this 
U not the cate when providing finance direct lo an 



authority's tenants. All social landlords should 
consider this opl ion. 

This can be a Fruitful avenue to pursue, particularly 
in the case of measures nol involving the 
installation of fixtures in a property, such as 
efficient appliances and lighting fsee chapter 5). 

MATRICES OF MECHANISMS 

Certain financing mechanisms are more 
appropriate for particular types of energy efficiency 
measure nr programme. I he matrices ace designed 
to gist: some guidance on the choice of financing 
mechanism. The numbers given In Italics refer to 
case studies in chapter i if of this Report, 
Illustrating the use of the particular mechanism far 
that measure. 



MATRIX OF MECHANISMS FOR LOCAL AUTHORITIES 
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f enlr*! 


low 
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DtstrlL t 






hcflling 


energy 


efficient 
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ami t HF 


Leasing 


N/A 


Yes 


N/A 


Possible 


N/A 
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item linking 


Yes 


Yes 


N/ A 


N/A 


Possible 




3 


J 








loam lo tenants 


Yes 


Yes 


Yes 


Yes 


N/A 








5 


4 




Uu|k discounts 


n/a 


N/A 


Yds 


Yes 


N/A 








5 


6 




Direct sales 


N/A 


N/A 


N/A 


N/A 


Yet 


of dedrfdty 










7 


Trading company 


Yes 


Possible 


Yes 


Yes 


Yes 




9 








JO 


Joint venture 


Yes 


Possible 


Yes 


Yes 


Yes 




9 








F Did 1 tJ 


Service contract 


YtS 


Yes 


N/A 


N/A 


Yes 












S 


E5CO 


Yes 


Yes 


IViS-tibhr 


[’ossiblf 


Yes 

7 


Stock transfer 


Yes 


Yto 


N/A 


N/A 


Possible 




11 


If 









Numbers identify case sftaJfcf hr chapter f.f 
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MATRIX 0* MECHANISMS FOR HOUSING ASSOCIATIONS 
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ffnchmt 
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3 LEASING 




lllls mechanism Is appropriate 
only for energy-effitieriE 
equipment and appliances (hat 
arc not part of the fixture* and filling*' of a 
dwelling. Historically, leasing has hevn used as a 
way of financing the installation of electric storage 
heater? and ga% central heating systems, However. 

I tie option of leasing gas central healing appeared 
to have been removed by a legal judgement In the 
House of lords (sec paragraph H,l -H which 
centred on the ownership of items that are 
fixtures- Where tt is clear I hat equipment has been 
permanently Installed, it must he a fixture and 
therefore cannot be leased. The 'Release' scheme 
operated by Valllant seeks lo overcome this constraint. 



CASE STUDY » Fqfr 37 

MoLc nn I eent t ||y f ourself 



The company teasing the equipment is also likely 
to be contracted to Install and maintain It over the 
period of the lease, 

TARGET GROUPS 

l. easing schemes are very appropriate for dwellings 
Where there is no alternative to electric heating, 
eg same high-rise flats. They can also be used for 
installing conventional heating systems. 

POSITIVE AMO NEGATIVE ASPECTS 

The positive aspects ol leasing schemes: 

■ subject to detailed rules ill (lie Capital finance 
regulations, an operating lease can be lieaied 
as a revenue expense and funded out of the 
housing revenue account with no ini pact on 
capital resources. 

The negative aspects of the teasing schemes include: 
a they are Llmllrd to equipment 
a there can be problems If tenants exercise I heir 
'right lo buy', whirl i will nut include any 
leased equipment 

a there needs to be a careful assessment to cheek 
that any potential lease represents value for money 
a the tax situation for suppliers wilh reference to 
capital allowances lor investments in their own 
assets needs to checked (see paragraph H.l-H}, 



SOURCES OF FUNDING 

Many of the regional electricity companies operate 
leasing schemes, or I here are specialised leasing 
companies. 



CASE STUDY 2 Fqtfr . 

Crewe -in it Nfuitwkb fummjih t nuncfl 



TIMESCALE 

The time taken lo implement a scheme "dll be greatly 
Influenced by any requirement to utitain competitive 
fenders and the need to modify tenancy agreements. 
Services (including leasing schemes r over the value of 
150000 ECU need to Ise advertised for tender In the 
European Journal, and so timetables for larger scheme* 
need to allow for this. Once these hurdles are cleared, 
the actual installation can be implemented in a 
matter of months. 

REPAYMENT 

Schemes of a modest size can be funded by the overall 
annual Increase In rents within DETR guidelines, 

ITiere arc no regulations affecting repayments for 
housing associate™. 

SCALE ISSUES 

The scale nf anyone scheme will he Untiled by- income 
on the HkA and allowable rent Increases. 

LEGAL CONSIDERATIONS 

The main Legal considerations are concerning the 
type of lease. The lease must be an 'operating lease' 
under the Local Authorities (Opllal Emancel 
Regulation? 199“ Under an ojieratlng lease there 
should be a 10% residual value on alt the leased 
goods. Local authorities are advised to consult the 
External Auditor before entering Into i lease 
agreement (see paragraph 14.1.4), 

COHSULTATIQN 

I easing wbemes usually require art amendment tu 
tenancy agreements referring t« rent levels and 
acknowledgement that the equipment lie longs to 
the teasing company 1‘bls means that there needs 
lo be consultation with tenants to obtain their 
agreement to such changes. 
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4 RENT LINK 



BL | 



This mechanism it luted on the 
prim ipk at rent leveft being 

related tO Ihtf CTHTffV 

efficiency of the pmprtly Local authorities will 
need Id consider carefully ihc Implications for 
Ihrir mtiilrtnmi m HRA subsidy under present 
DCTR rules. 

In terms of tJtnmv j irrum with jn rmryy-rffkieri 
ptegteny wfO have kmer smergy costs Ilian another 
tenant living in a similar |tfn|etty that is mergy 
inefficient. ami so might be charged mine for Ihclr 
superior property Conversely the tmant o| ihe 
energy-ineltklcu! pnsprny might be Luinpctnatcd lor 
the high fuel hill* by a Iriwrr itm, 

The ugserallnn of a mil link scheme requites all 
properties to be surveyed In evfcabllsh their energy 
rating and fur the rating then to be rrlmed m 
renii by a poiim gystem, 

There are two stagn |n rstahlivhifig a fcnl link 

scheme, 

m Fl ratty, die rmhsetung polity needs to be 
changed to establish the link between rent 
brli and the energy efficiency of dwelling* 
Rent levels should he altered in Unr wtlh ihe 
pul try Ai ihh pninl Ihe charges should be 



Once the tent link b ewaldhhed ektra revenue 
can be generated In charging higher inm on 
properties a* I lien are improved, thereby 
providing funds for programmes of Kq| on 
imint proved properties. 



tMablishing a rertl link scheme In a housing 
association nr local housing nunpany tvswkl out 
he rtwi strained by the mcitroh griiiced on kit al 
authority imiv and w has the potential hit 
generating mote revenue, However, the most 
developed scheme is ins a local authority 



CASE STUDY 1 
Vlnlilip District ( oundl 



The positive aspects of tern linking include: 

■ Uw approach supports |be Idea of affordable 
rent's and warmth to tenants 

■ it Is a simple concept where the landkifd can 
be seen to be fair io tenants 

■ expenditure on energy efficiency 

impnn ements leads In an increased revenue 
stream for further Improve rorni programmes 

The negative aspects id rent linking include: 

■ upsetting established rent seitfng policies 
9 there wfll be winners and losers when Iht? 

scheme is established, with The potential for 
lesfsiance from some tenants 

■ establishing a scheme h dependent on having 
a database or energy ratings of all dwellings in 
the housing stock. 



The extra revenue derived [mm the higher rents on 
properties thiti have been improved generates the 
Invest menl require,*! for hiturc energy efficiency 
Improvements, 



Two (actor* determine the amoum of time to 
establish a rent link scheme. The first is I lie status 
o| information about ilw housing stock. Most 
iCKiaV landlords Will lta*T a sample housing stock 
energy profile It Is, however, necessary lo have a 
complete stock profile lo operate a tent fink 
scheme and this rquirrs staff lime and levHirrci 
lor the use of ctHtsulianbi. 

The vcvnrtd (actor Is the time requited to cam- mil 
i EHisullahom with ihe tenanb about the scheme. 



this mechanism is a form o| repayment. 



Rent link schemes have the potential to provide a 
Heady stream Of funds lor energy efficiency 
luiprovcinc-nl* allowing for long-term programmes 
In Improve Ihe whole housing stock. 
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RENT LINK 



LEGAL CONSIDERATIONS 

The main cunMcferatinn fw kn'sil authorities will be 
whether lent link schemes nine them to ekcecd 
guideline rent* which iffect ihctr mtlikitimi la 
HRA subsidy They will also need to consider 
whether vuth srhniin could had to reduction* In 
l he mil rehile dement id the subsidy under i hr 
Modular ImpcovrmcrU* and rhspruponkmalr Rent 
Increase* ruin [*ce pUIJglaph 1 4.1.2c I 



ensuring that there 1\ political tucking (or the 

change to lent linking, 

Teium consult jLJon should emphasise the move to 
a ■lairi'i' tenting polity and wiU Involve Agreeing 
tome kind of transiibuiul a fr inge mertl la wdten 
the Impact nn I lie Irwen im establishment of the 
fdteme. 



CONSULTATION 

i»hen the wmltlilty of renting policks, detailed 
consultation will be mjuiinl this dtnuhJ start by 
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5 LOANS TO TENANTS 




| Selling up loan schemes few 
UL tci M til* li t way of encouraging 

the llhj of rtltfjjy-cfficimt 
■equipment irt rht?lr homes that Is not classed as 
fixture! anil fittings'. 

Many tenants late one or more of the following 
prdWem* when borrowing lo purchas? energy- 
t’J Helen e equipment, appliances anti lighting: 
a poor oectlr rating 
a low Income 

a low awareness of what to purchase 
8 the si/e of loam arc roc small for most 
traditional lenders. 

The social landlords have an enabling role Ln 
overcoming these problems by; 

■ advising tenants 

a nygtjtiAtjng on the tenants' behalf far 

favourable (emus with lenders and suppliers 
a set I Lug u p amt jrl mi n Isietlng ij'Stem % far 
repayment that help to spread credit risk. 

There are Two basic forms of loans, 
a Secured loans are secured against an asset, 
most commonly an individuals home and so are 
Inappropriqi. tor most soda) housing tenants, 
a Unsecured loans arc the most uimimm type of 
loan. Mint loan providers will hiw a credli- 
rating checklist that applicants must satisfy 
before the loan Is granted. Unsecured toam 
generally have a higher Interest rate than secured 
Loans and can be obtained from a variety of 
sources including I tanks, ho tiding societies, 
nuance houses, credit cards, atari credit (for 
example, for the purchase of a pplL.u n.es i 



CASE STUDY 4 Puye J 0 

f anilh-liljjr Hu nving Vncrlrfy 



Many social housing tenants will find ll difficult to 
obtain unsecured loans fmm standard providers of 
finance for the reason s given abovr. An alternative 
is to obtain a loan through a credit union. 

Local authorities could consider developing 
initiatives In conjunction With local credit unions, 
or cnukl promoie other schemes through them, 



Ueluvkiurai measures such as advice or training 
Initial Ives would be particularly appropriate lor 
this channel. Hoard and committee niHnlms 
of the credit union may be Ideal candidates &w 
any energy-awareness training course run by a 
local authority, 

CREDIT UNIONS 

[ 1 Credit unions form art extensive 
CU network of savings and loan 
organisations throughout the 
UK. There are approximately WHJ credit unions 
Wtlll a total membership of around 200 (XX). They 
are constituted as registered Friendly Societies and 
are, therefore, not sei up for profit nr for charity but 
purely for I he benefit of their members, A credit 
union is owned and controlled by ils members, and 
1* a form of financial cooperative. In addition lo 
savings and tow -cost loans, a credit union will 
Ultcn provide free life assurance to It) tilexitbets. 

Members nf a credit union are united by at least 
one of three types of common bond; 

■ community - live in same geographical area 
■ employee - employed by same employer 
■ association - members of the same 
organisation, such as a trade union. 

Over twou birds of credit union* have a 
community common bond, with I he remainder 
being spill approximately equally between the 
oilier lw« types. The employee credit union is the 
fastest growing sector 

Hvgul.ilmns governing credit unions stipulate that all 
members wkintMvntw must also save wi th the credit 
union Heforc making a loan to a member the credit 
miu.nr will noniudl v expect the borrower to hast* 
saved with the union lor □ period of time; general ly 
this is Likely to he at least three months. 



CASE STUDY & 
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TARGET GROUPS 

While people from all sectors of the community are 
members of credit unborn, I he largest groups am from 
Itwrf and low iu middle intone? households Credit 
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LOANS TO TENANTS 



untons also actively encourage savings from children, 
who can save as limtor members. 

Community credit unions are often the only 
source of saving for some sections of the 
population who do not have a bonk account, or 
who would be unbkely lo be granted (nan* from 

ulhcr traditional lending monies Imurr of Inw 
pay or became the Applicant receives benefit. They 
are, therefore. paler dally one of the most effective 
channels far cam mu nival in r Wlrh this group and 
encouraging ihem fo invest In energy efficiency'. 

POSITIVE AND NEGATIVE ASPECTS 

Positive aspects are 

W credit unions tend to be community -based, or 
have a common JnlctvM, <o can act as a 
marketing channel to Iheir members 
• the rate of interest is generally lower I ban for 
other sources of finance - 

A negative aspect is that: 

9 credit Lin lorn provide only small loans in their 
members as the amounl loaned is usually 
calcula ted os a multiple of l he amount saved. 

A small luiin of up ro a few hundred pounds Is 
very suitable fw the purchase of compact 
fluorescent lamps (CFl,s> or forappllancei wllh 
high energy cl flclL’iu y ratings. 

SOURCES OF FUNDING 

Generally, the credit union funds aw Invested lay 
member* on a regular bails, providing a pool of 
money that cah lie loaned to Individual members 
once they Ita'.'e established a rcrofll id saving with the 
union. Tills period is generally three msirdhs. The 
amount licmcd is usually * alodai ed as a multiple ui 
the amount saved, or as a percentage of the 1ot.il assets 
of a union Fach credit union sets it* own lending 



criteria, bul legislation prevents more than 5% of the 
union's assets being loaned loone individual- These 
funds could he supplemented h external funds, for 
tnample a grant to act « a (WDhring loan fund- 

TIMESCALE 

Thett ate few timescale ilnmailorav lu the pcomalion 
of energy efficiency through credit unions. The key 
Issue will he I he length al lime ll will take Individual 
member* to save either sulhctcnt funds to enable 
them lo bcifroW the mpitstte amount (mm the credit 
union, or a sufficient .imimni of timetofriaiillih a 
ctL-ditwonhy status under I he union's ruies (often 
three months!. 

REPAYMENT 

Crcdll unlnri repayment terms ate ll*rd by kw at l 
maximum APR of I2.6ff.Hi, which comics la l%ptr 
month on a reducing balance. This is generally 
cheaiier than other mote traditional forms «l 
unset tiled loan, for example credit cards urbank fcmns. 

SCALE ISSUES 

the fact that most credit union members are on 
medium to low Incomes mean? that this route Will 
not result in a Large-scale takc-upof iHUdiei hui 
It K a useful .idjunct of oiher programmes. 

LEGAL CONSIDERATIONS 

More details on the legal framework under which 
credit unions operate can be found in Lhe 
fallowing legislation: 

■ Credit Union Act 197V 

■ Deregulation Order 1996 

a Industrial and I'ri Mdcul Societies Acts 1 965- 197ft, 

Further in loi miitum mi nnlil unions can be 
obtained fmm the Association of British Credit 
Unions Ltd twe appendix 2l 
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If i credit union linVi Horn* from in fundi. u> § 
jvin Kuijr pioduct. Kirxi ot supplier it may finxl 
to appty for a licence under (he Cdmumrr i tedit 
tot 1974. 

I real iuihorllld recommending loan ehfimn 
iliiulJ be aware rrf the v*rfcn» legal coni Ms on 
fftnnmufTMJhiK *nd 'Spewllng loan Klmtvti im 
paragraph I -I. I.6| 

CONSULTATION 

Lxht 4I auihcirtiki arc Ideally placed to develop and 
promote energy efficiency tflldauva ilumigh 
toeaUy based credii unJoiu. not IttSl betaine they 



Ibrm an rtijfojidtad mrchantan ft* 
ttHninunlcjt±ng mill Die local community. Some 
local ■mhonhre already have Ihctr own employee 
cteiln union through which they cmikl promote 
energy eflfckncy- 

fcarly tnniultatloti with the trerfii unkm board will 
entourage Diem in adopt any Iniliativei the 
aulhoftEy may develop, ymiltrly Unking credit 
union* with other local groups, lor example Local 
Agenda 21, who tan pramtue the energy efFlckncy 
and environ mmldJ ifttuagr could provide an 
effective local partnership. 
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6 BULK DISCOUNTS AND CASHBACKS 



GENERAL DESCRIPTION 

In tht social housing sector the 
main opportunity for obtaining 
bulk discounts for tenants Is for 
the purchase of energy-cffideril appliances and 
lighting- The principle h to reduce the price lo the 
point where it is affordable and attractive for 
lerumls lo use their own resources lo purchase the 
efficient appliance. Given th« relatively low 
Income of many tenants In social housing, this 
will often mean that other funding Is required In 
addition lo the bulk discount to get the price 
low enough. The most likely source of this 
funding is Energy Efficiency Standard of 
Performance CSoP> monies from public electricity 
suppliers EFtSsK 



CASE STUD* e Fttge *2 

I rlrtgesdvers 



Another permutation on hulk discount schemes is 
the idea of cashliacks. Cashbacks have most 
effectively been developed al a ri.ninn.il level, 
where a householder buying an cfllcfcm appliance 
can apply for j cashback, or refund, on pact of Etie 
purchase price. 

These may have been negotiated at a national 
level. For example, a successful Sol 1 scheme 
provided CFLs ,n a diseounl price 111 tough retailers. 
This used a combination of funds from the Sol 1 
programme and the nhilLiy of the Energy Saving 
Trust (tSTi, which managed the scheme, lo 
negotiate a lower unit price with Cf-1. manullrt lifers, 

At a regional level, groups of social landlords working 
together have successfully negotiated lower prices 
frit various products anil services on the assurn|AkirL 
that they can facilitate a contract between Itieir 
tenants and the retailer, installer or manufacturer. 
Similarly, many regional SoF schemes will be partly 
based upon a hulk discount clement providing 
some financial incentive to the overall programme. 

DuJb discount hy combining the existing and 
porenibal purchasing power of large numbers of 
consumers (in this case social housing tenants r is 



essentially the principle upon Which some ESCOs 
are based. 

TARGET GROUPS 

Sulk discoun t and cashback schemes can be 
targeted at a|| sectors of the popufatlon- 

POSITtVE AND NEGATIVE ASPECTS 

Rar larger appliances it Will be necessary fora number 
of local authorities, to work together in order hi 
generate sufficient tales to justify a discount. 

Among the negative issues social landlords should 
be aware of when negotiating hulk discounts is the 
artificial inflation of the original price before a 
discount is applied. 

It will he significantly easier for social landlords to 
set up discount schemes with organ! sal ions having 
a shnng local w regional presence- Many of the 
large retail companies will centralise most of their 
decision-making with regard in pricing policy, and 
local store managers Will have III Hr flexibility to 
otter substantial discounts. 

The main negative aspect aboul cashback schemes 
is tli.it the entire sales cycle is extended by the 
need for the purchaser to claim a refund, and (or 
that claim to be processed. This has obvious coat 
implications for any such initiative. 

SOURCES OF FUNDING 

At a local level, many suppliers and installers may be 
willing to provide discounts purely on the 
assumption that endorsement by the social landlord 
is likely to lead to a high irumlx* of sales leads. 

The social landlord may Wish In consider how H will 
resource ihc marketing trf any scheme - whether it 
will fund i be scheme itself or whether I he scheme 
can be promoted tlimugh other activities the 
authority Is Involved with, for example, by a 
newsletter or through the authority's sponsorship of 
an Energy Efficiency Advice Centre; or whether the 
supplier! si and/or Instoller(s) would provide dnanctal 
support for any marketing activity. 
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ftEJWMEWT 

tan tarcunl uchrnm mU nr ibr normal mrttmdi 
of payment - tadt, rhn|ur. charge caad m mill card 

fl w ivatigihilny «»r mutt hum hum cmfei unumt 
may be ait iropuatani rirmtm «if i wctroful 
uhrmr tot towr-Wcttnw home hnhft 

SCALE ISSUES 

Hulk dbeiMini *c lit'inri nil range In dn? from inwtl 
bcally bciMHj dfuaunU, fur ruuupl? iKwintnied 
tiVU from Int'Al rcijileft. lo large cimIUtoiI tdivffln. 

LEGAL CONSIDERATIONS 

nine «r fuw legal tumiikMaiinm Its Imii 
auihnniirt lu nuiikfer, tml ihry thnukl be 
•win: o( ihrlr powm !« o|wt air Imlk pure hate 
icfififtn urvdri ih* limiting tat r>SS ism 
paragraph U.L7D 

The aultum ft vhould alto hr aware ul I hr 
Lon hi met t .jwIii All 1974 tf h ft tiutftdrtmg 



pKMidtnit loan larilitm via *rrv nwtiamr it may 
miaMnh tn trnpfcavnt energy eflkwucy in m uri 
l«t pmiiiph H.l.Tbl 

COHSMLTATKM 

to With IftcWf mnlMruum negotiating with 
pnfRilUt uipplim be e* Urr U ibrtt h Ml 

wifgwet ami mdufwnttit f mm thr author! iy% 
tmlor management mud ako ham rrb-nm 
rncmhm iomnuneeu V*h roppwi will ahu help 
Ihe Kr heme nuecen* after it ft up and running 

Veil? talk' frviilvll ft needed toctftmr (hat a UrniLir 
* hi-me ft not bring devriuped at a ruthina] at regional 
level Rift will avoid a dupl katkm oi oHm being 
promnlnl at the unit Unit If national □* regional 
wbcmtiefcbi II may he menu appropriate lor ihe local 
riLiltiEirkly in devekip and Implement a pnimnllona] 
drnk-gy tuenuw I hat ihe maximum number nf 
hnuiehnkK hi 111 Afro tonelll from ihe ichenir. 

Eaaiy dncuuicuft with local wpplien could hrlp 
niahlftli whet hit other i.w Lapping « hemes air in 
cMHt-ncc «t bring planned, and whether lhai 
tupfim would hr willing to provide real 
tlJurwiifil pfkri 1 >m could Avuid spending 
hvwhn 0*1 Jni-lnjitnj; project idea* wfteti there n 
little hope >4 thru tiring implemented 



ARCHIVED DOCUMENT 




FINANCING ENERGY EFFICIENCY IN SOCIAL HOUSING 



7 SELLING ELECTRICITY DIRECT TO TENANTS 



GENERAL DESCRIPTION 

M any local authcirlties and 
housing *SSOdalkjn* have 
combined. heat and power (CHI') 
units general ing electricity and heat for complexes 
of dwellings. The most common arrangement is 
either to sell Hie electricity m I he PE5 or to use the 
distribution system io supply lo a designated site 
isec case study frt. On some diet H Iv possible to 
sell the electricity direct la the tenants, 1 he sales of 
electricity di reel to tenant*. in addition Io heal, 
provides an additional revenue stream which can 
contribute lo paying off the capita] costs of the 
CHP unli and could eventually provide capital for 
further energy cffkkrtcy Investment 



CASE STUDY 7 
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Such an arrangement could he one element of the 
services provided by an E5CO set up by a social 
landlord fiee chapter MQffA). 




SOURCES OF FUNDING 

The funding of the CHP unit and of the metering 
system to enable sales of elecl rlcity lo tenants can 
be considered separately. There are a number of 
option* fnr the funding of CHP schemes where the 
supplier provides the caplial investment and then 
recovers Hie Investment through service charges, 
shared savings or similar arrangements. 

Equipment suppliers can also meet the capital costs 
of metering, For example, a scheme being es1ahlislu.il 
Ivy North British Housing Assodatlon will Include the 
leasing of advanced dual heat and elect rlctty 
prepayment tneien with maim-lKXiie data transfer lo 
enable remote melee reading. 



CASE STUDY S 
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TIMESCALE 

It Is possible io Install a CHP scheme and the 
associated metering system In less than a year. 



TARGET GROUPS 

This mechanism is mosi suitable where a CI IPuuli 

can serve a group of dwellings in cUwe proximity 

wllh minimal use of the local elect rlclly 

dlstrihuiion grid. 

POSITIVE AND NEGATIVE ASPECTS 

The main positive aspects ace lhai: 

■ the revenue stream f rom electricity sales is 
Increased as ll Is likely thal direct sales to 
tenants would attract a better price than could 
lx 1 negotiated by selling to the local PES 

■ the tenants will pay less for i heir elecl rlcitv 
than if they were being supplied by the 
locai m. 

The main negative aspect* ace Utah 

■ the infrastructure costs fof setting up electricity 
metering are fairly substantial 

■ the social landlord takes on fhc responsibility 
fnr hilling and debt collection for electricity 
sales In addition to heat and rent. 



REPAYMENT 

Which payment options Iff given m tenant * if 
one cil Use critical dec hums when utilising this 
mechanism. This will also be dependent nn the 
type til metering employed. I He rm-mk choice is 
to otter only prepayment meters with the facility 
to he read remotely. This choice ensures jtaymcnl 
In advance and no expensive meter reading costs. 
Prepayment meters are now the Standard choice 
for new community heating schemes, and meter 
manufacturers arc offering multiple utility meters 
that can take payments for heat and electricity 
through the same meter. 

SCALE ISSUES 

This type of scheme is simplest to Operate when the 
electricity supplied falls below die maximum 
threshold of one megawatt for unlicensed elecl licit v 
suppliers. Once a supplier is over this threshold they 
must lx licenced and would he* *ub|ect to all Ihe 
regulators' controls placed upon licenced suppliers, 
l url her advice can He obtained from tilt electricity 
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(VfluLrarf ontJL OVKrlKfkWiM ri equivalent i» the 
ujppty fn* about HWL taxi hnusHvdcH 

Lf GAL CONSIDERATIONS 

The vjt ul Lmdlmri will nml to id up a ccmlr *, 1 
with then tHUJitv wiling ™t the tertm on, which 
they ate altering W supply electricity, the tenant 
will need io terminate their conitac < with their 
current electricity tupplkn In ihmt raw* ihh will 
he with l heir US where there H no formal 
contract, There h, homrvfl; a 'deemed coni rail 7 In 
law and Li h odvkufalr to get tenants Id five 
written nutlet ihai they no longer wish to he 
supplied wlih electricity by that company. 

local authnritim will need In comply with ilu- 
Supplying I lejt and Electric Hy tlocal Gomncnmt 
Miscellaneous Provhkmj Act 1976 cl I ) and the 
Electricity Act 1989 |v» poroggmpH 14 I 91. 



CONSULTATION 

c onvuir Jtinn with tenants will he necessary to 
expUiii ihc iihirii^n of purchasing electricity 
(nwn theft landlord. The advantage* may nol only 
he prke hut a ho Improved paymeril arrangements. 
Advice will also he needed on terminal kmi ol 
conlf art* with existing electrictiy suppliers and on 
the w of new metering technology. 

t'oEmdcaiinn will become even more necessary 
with the opening of compel Irion In ihc 
domestic electricity market Social landlords will 
need to provide a package ihat is more attractive 
than competing oHeis from a whole range of 
electricity suppliers. 



ARCHIVED DOCUMENT 




FINANCING ENERGY EFFICIENCY IN SOCIAL HOUSING 



8 TRADING AND JOINT VENTURE COMPANIES 



GENERAL DESCRIPTION 

Establishing or having a slake In 
a private setter trading 
company will mean that profits 
generated will benefit llie Inca I authority in 
proportion to the equity il holds In the company. 
The income generated will be a source of fi nance 
that can be used for energy efficiency 
Improvements of the authority 1 * housing stock, tl 
Is also likely that a hading company will he selling 
Its services to I he local authority. Trading 
companies are commonly set up as join I ventures. 

A jcrtni venture company Is where two or more 
organisations come together to form a commercial 
company to provide specific services or to 
undertake Certain actlvllbe* for mutual benefit. For 
local authorities, being a partner in a joint venture 
company enables an activity or service to be taken 
Into the private sector, allowing full access to 
private finance. At the same lime fhr local 
authority has some in fluent? over the company 
ih tough lb representation *m l he board 

Joint venture companies have been formed by 
local authorities to run combined heat and power 
schemes, and to manufacture PVC-U double glaring, 




Where a local authority has an Involvement in a 
company, tfie control and structure of the company 
will determine whether Its borrowings are vub|ecl to 
the capital controls on local authorities, To be exempt 
from the capital controls a com|iany would have to 
he an 'unregulated company 1 u defined by the local 
Government and Housing Ail 3 Witt and the 1995 
Companies Order tsfe paragraph 14,1.81 

Joint venture and other types of company established 
as unregulated companies will, in most cases, have 
commercial management responding lo private 
sector shareholders who fake rhe commercial risks. 



Tfae local authority stake in a |oint venture could 
be the transfer of an asset to the new company 
such as land, properly or heating plant. 

TARGET GROUPS 

Housing of all tenures. 

POSITIVE AND NEGATIVE ASPECTS 

The positive aspects of forming a joint venture 
company include: 

■ gaining access to private finance 

9 being able to utilise commercial management 
es pen Ise 

■ risk being transferred to the private sector 
• can trade and make profits. 

The negative aspects Include: 

■ loss of d Ircct democrat k control of an actlv J ty 
or Service 

■ loss uf cuntn.ll of assets 

■ having lo adjust lo working with commercial 
partners 

■ having fully or partially U finance the 
establishment of the (ulni venture company 

■ legal responsibilities turtle by Hie employees or 
elected members on the board of the company. 

SOURCES Of FUNDING 

The formation of a company would give access to 
Investment from all the main financial 
institutions, tr is also possible that a commercial 
partner might already have InvcYtmcril funds, 

TIMESCALE 

It Is possible to set up a joint venture company in 
under a year but It wifi Involve a considerable 
amount of time for officers and elected members. 
Tasks will include: 

■ seeking legal and financial advice on the 
structuring of the company 

V establishing a shadow board which would be 
responsible for technical, economic and legal 
evaluations 

■ prod ueing a detailed husl ness plan 

■ negotiailng the responsibilities of the partners 
In the joint venture. 
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TRADING AND JOINT VENTURE COMPANIES 



REPAYMENT 

Thr joint vriHini company wnuM generate it* 
income by filing service*, which mighl be 
provided Id the lot il authority lcji nper jtioti and 
maintenance of heating plant i or Id imarm m the 
form of uki of hcai or ctmsfclty. 

SCALE ISSUES 

Trading and fuinl vmturt- tnfnpdiim have the 
[hHrnTidl fat hmixmiL In Urge-Kale invetimenl 
right arrow the hawing dm Is 

LEGAL COHSt DERATIONS 

Thr fcgal 1 (Timework h*r regulating I hr captlal 
finance mmeipicnce* df I hr participation of loyal 
author itu»* jn Joint venture and ntlvrr t-ritiifkink* 
liitl cut In the Ijoc*! Authnritiec k i»nift.tnlr*| 



Order 1995. LtM.it auDkXllte* ntnl til be silnlk-d 
that they havr powtr id rmn into any 
arrangements wlih a joint venture company (ice 
jufijiupli 14.1 Bj. 

CONSULTAT10H 

Seme local authority daft may be uartdemd Id 
the new company ami olhen will be affected In in 
Inftnatkrti. Thm-fotr. H it tirpnrtim to keep staff 
tnlomwj about I he objective* o< letting up the 
new company, 

When? u faint venture cum party is providing a. 
service direct to tenants It will be important to 
consult them about issues sue h as standards at 
service and to safeguard their inlcmt* through 
contractual agreements with tlve new company 
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9 SERVICE CONTRACTS AND THE PFI - DBFO APPROACH 



GENERAL DESCRIPTION 

The concept of purchasing 
service* from a private sector 
provider lias t wen applied over a 

number a ytjrj, most commonly fur the provision 
d| district heating systems and small CHP unllsfT*]. 
A social landlord might far example have a 
contract fur the provision of a certain quantity of 
heat. at spcdlied temperatures over a period of IS 
years with the service provider owning, 
maintaining and operating the heating plant.. 



CASE STUDY 3 Puyr M 

New iasl k ( it v i uuticll 



The Important elements of setting up service 
contracts include; 

■ working from an appropriate out pul 
specification which defines the desired level of 
service and mu nui ihe pena tiles that will be 
incurred by the service provider il standards 
fall below an acceptable level 

■ negotiating an appropriate contract duration 

■ dearly defining Ihe responsibilities and 
obligations of the contractor and the client 

• detail In g t he ownershi p nf major items of 
plant and equipment over the duration of the 
contract and when IE ends. 

Most contracts wit] have to go mil to compel Hive 
tender and for Paige schemes sufficient time and 
resources should be allowed for a multi-stage 
tendering process. 

It may be possible io develop a service contract 
under relaxations to the capita] finance regulations 
Introduced to promote tile use of the 1TI design, 
build, finance and operate milKb approach in the 
local government sector. The I HtKO approach Is 
where a local aulhotlly will purchase a capital- 
intensive service from a private sector provider 
over the period of a long-term contract. The 
contractor takes responsibility for investing the 



capital assets he believes are required, financing 
that investment and I hen managing the facilities 
to providr the specified level of service to the 
authority. Tlw important qualifying factor is that 

the private sector takes the business risk. 

A second concession available in the capital finance 
regulations is the 'Equipment Keplai emciu Scheme" 
which covfts. contracts let try a local authority- to lire 
private sector for the energy management of 
premises, Including council housing, which Involve 
capital Investment to reduce running costs. The types 
of services thal might be fancied In this way ore the 
repair and maintenance of heating, lighting and 
district heating systems- 

For service contracts operating under the 
Equipment Replacement Scheme, the required 
cncdll eout-r will be reduced by the average annual 
cost to the local author! Ey of operating the facility 
over the five years prior to the contract. 

Further information on the PH is available in 
various publications which can be obtained from 
nri n fuse contacts listed In appendix 2). 

TARGET GROUPS 

Service contracts an* most appropriate where 
large plant and equipment are being used to 
service tenants, 

POSITIVE AND NEGATIVE ASPECTS 

The posit Lvc aspect* of service contracts ait: 

■ dial they can reduce energy costs 

■ the service provider commonly provides 
capital Finance for new plant and 
equipment 

• local aut hority management are free to fucin 
OP core activities 

■ financial risk and responsibilities are passed to 
the private contractor 

W revenue support may lx* available. 
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The negative aspects of service contracts wr; 

■ they can be cotiipltx and kngthv to sei up and 
will require a fingr of «prn ads** 

■ II wlO be ImpofUhl to msurr xtuOlltihtlirv ft* 
good imH of vm.be thiuugh the contract irrms 

■ Ihert can tv adverse imp*Ms on local 
iuiho«n\ stall 

■ future revenue linplieaJkms. 

SOURCES Of FUNDING 

Most ttfviie provider* ate tpnblisls, who will 
provide capital luiuri vr for rnw n.|uipmrnl nr will 
work in partnership with j financial institution to 
provide I he nuance. 5up|x>tt maybe available fmm 
central gm eminent towards the local authority's 
cont rl bull on 5 , through the periodic fee, to I hr 
provident' Investment touts. 

TIMESCALE 

Tbh is very dependent on ihe m ale ol ihe ptojtoL 
A small-scale scheme Willi a simlghttorwanl 
tendering process could hr pul in plate in a lew 
monlMv A Large- scale Scheme Wtffl multistage 
tendering mt^ht bfa up lo a yew or mctff lo wf up. 

REPAYMENT 

The possible arrangement* fee lepaymmf on 
service contract* air very varied and can he 
through 1 specific iffhcc charge in addition to 
rent of a ittiKi charge for hrat or rirrubily. 



SCALE ISSUES 

Typically service contracts might be used for 
service* provided lo a complex of flali te tor 
medium-scale invest ment protects. 

LEGAL CONSIDERATIONS 

The fdcnptkarcf of PBFO contracts with the FF1 
tuln in the t apical Finance Regulations and with 
value for money criteria are a central consideration 
lice paragraph U l thl, The tendering process 
should comply with ihe F.urnpean Commission 
Ftncuremenl Rules, 

Any transfer of HRA land as part of a contract 
would need approval fmm the Secretary of State, 

CONSULTATION 

If standards of service are unaffected by the issuing 
of a service contract ir may be unnecessary id 
consult tenants, It is the local authority's own 
employee* who ate likely In he mail affected by a 
new service contract With a private sector provider. 
In some cases jobs will be ihrealeunJ, though there 
Is always the possibility of transferring stall to I he 
new service provider where there Is a substantial 
Itulg-lcrm torn rail 
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GENERAL DESCRIPTION 

The idfc* of an energy services 
company |ESCG} is relatively new 
Id the UK. The concept has been 
working successfully In the United Stales mid 
mainland Europe for some years. The experience In 
lirilakll has generally been limited, to tile provision of 
community healing schemes, iDmetlin^imii^Kirating 
combined Iwat and power (CHI'l, primarily in tin,- social 
honing sector However, these schemes havr tended To 
Ik limited to a supply of cheap heat and the provision 
of heating systems within ihc home* with little 
OHUdoul regard for the printipla of emir^y rifkltncy. 

There are a number of definitions of ESGOs. for 
the purposes of ihki Report we shall adopt the 
deflnillon used fry Ihc ESTt 

'An energy services company (ESC'tJ) can be 
broadly defined as a company providing a 
complete energy service, ie combining energy 
supply with the pcovtdon of measure* 
concerned with efficient use*' i Energy Saving 
Trust 1998)1*1. 

ESCOs can rthf fir many CUP is dealt with In other sections of this Report 

different Jhrms anti refute isee case studies 7, 8 and 10) 

trr tiiriitlnnh utid tenants 

in different ways 





Establish link bfilw&an sarvieo and loan providers 



This seel Inn deals with ESCOs which are set up to 
deliver other services in the local authority and 
Hen. mis which might Include; 

■ energy supply such as gas < jr rieci riclty 

■ end-use equipment such as central healing 
systems 

■ end-use efficiency measures such as cavity wall 
Insulation 

• auditing a rid for advice to the householder 

■ capital finance for installation of cneigy 
efficiency measures. 

In the social housing sector the relationship 
between ihe householder and the ESTQ is not as 
st Migh t forward as for homeowners. The main 
question is: who pays for the service provided hy 
the ESCO? Is it ihe landlord through the HRL the 
tenant through a service charge or fuel surcharge 
or central government through housing benefll, or 
some combination of ihcsc? These issues are 
explored at length In a report commissioned by r 
the F5T 'Wlwt price energy effklency'l 1 ^. 

An L>CO can iv area-spec ihe. lot example by being 
associated with one or more local authorities, or 
within a distinct area sell hi n the authority tin a 
similar way to many Credit unions}, 

ESCOs are seen fry some as the means by which 
low- Income social housing tenants can gain access 
to the belief Us of compel Ll Ion In energy supply. 

The ESCO Would act as a broket purchasing gas or 
electricity on behalf of large groups oi tenants. 

T he diagram Lllusi rates the various types o| 
relationships lliat cati be established. 

TARGET GROUPS 

An EStlCJ could be set up to serve all tenants but 
most of the current mitiat Ives in the public 
housing sector ate placing emphasis on services Eo 
the fuel poor 

POSITIVE AND NEGATIVE ASPECTS 

ESCOs for domestic bousing are still being 
developed and the Implications nf energy marfcci 
deregulation and capital finance changes under the 
PH are currently unknown areas. 
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'A new world for energy- services?' (Owen and 
King, a report on research, into the role 

and potential: of energy services, is somewhat 
cautious ulmui I he future for ESCtX Among the 
report's recommendations are that some form of 
Intervention will be needed to encourage the E5CO 
concept and to encourage an energy efficiency 
element within such concepts. Local government 
could play a significant role In this intervention, 

SOURCES OF FUNDING 

funding for E&Ctix could come Irom a variety dl 
sources lhal could be used Individually or In 
conjunction wlih each other. Local authorities may 
be aNc to ptovidr some core funding, utilise 
enisling administrative systems and provide staff 
time to set up and run an E5CO. 

Ollier sources of funding that local aulMtin 
could consider Include- the LST. fuel utilities, financial 
instituEiocis. and suppliers and Installers of measures. 

A more cost-ef fcchvc method may be to provide 
funding for an enisling ESQG to work within the 
authority’s area, 

TIMESCALE 

hcpenili ng on the si/.e and scale of the proposed 
E5CO, ll could be feasible lo set up a scheme In a 
couple of months, providing the financial 
resources have been l’uii mill led. 

REPAYMENT 

The Issues relating to repayment ate complex flee 
'Whal price energy efficiency lESTh. However, 
l hem are several routes for repaying investment. 
Including: 

a payments through the housing revenue 
account 

B service charges to the tenants who are eligible 
for housing benefit 

a fuel and power charges to tenants. 

SCALE ISSUES 

In theory, fact Is could range in sire from 
small community-bawd organisations, to large 
organisations opera) ing on a regional or 
national basis. 



LEGAL CONSIDERATIONS 

At the time of going to press I here are many legal 
technicalities villi to be revolved, including 
whether or nol local aulhorllles can oblige tenants 
to accept long-term contracts with an ESCQ, 

Then? are significant uttplk ahum for authorities 
should they wish to become smind-tler suppliers 
of gas aml/nr cJeCtrtdty, The Supply Licences 
relating tit gas and electricity, available bom 
OLGAS and OFFER respectively* place onerous 
conditions upni any organ Lsation wishing to 
enter ihls market, 

CONSULTATION 

Working in partnership with an existing ESCOwilJ 
require significant consultation with councillors 
and tenants, who will need lo feel confident In 
providing endorsetnem for uM particular ESCO, 

If the authority chooses lo set up its own ESCO, early 
consultation with ihe council's legal and finance 
departments will he necessary, u will early 
negotiations with both suppliers and irtUnllrn of 
energy efficiency rneasu res and pik<ntij I fuel 
suppliers, It may alv* he appropriate to consult with 
a company specialising m providing marketing 
services to review the most effective strategies for 
achieving the authority's objectives. Early 
consideration should also be given in how the 
authority will set up the administrative and sales 
information systems required to process what could 
be a very- complicated mulil-stagrd sales cycle. 

In some cases the operation of an E5CQ Will 
require changes to tenancy agreements, for 
example If a new service charge is introduced. This 
will require detailed letianl consul lai Lon in otder 
IP ulna In iheir agreement to the change. 
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GENERAL DESCRIPTION 

This involves a kxal authority 
l ipufctfing its own housing stock 
to the control of a housing 
association »f EocaI housing company. The transfer of 
control has the effect of removing local authority 
expenditure controls from investment In that stock, 

I lousing associations are usually farmed as 
Industrial ami Provident Societies regulated by the 
Registrar of Friendly Societies, They at so haw io 
register with the Housing t orjKjMliim If they want 
access to public funding. They operate on a ‘not- 
for-profit’ basis lo provide social housing- 



CASE STUDY 11 f»W 3B 

tVnwilh Homing A ssaK'In ll oh 



local housing companies also have to be registered 
with the Housing Corporation If they want Access io 
public funding, and they operate <>n a 'mrt-far.pmfit' 
hasting The> f can be incorpopaicd in a number of ways: 

■ as a charity 

■ as a company limited by guarantee 

■ as a company limited by shares. 

They usually have representation I min Hie local 

authority. tenants and Independent mernben on the 
IhmilI, and arc always privately Influenced companies. 

When curoidering the transfer dI housing stock, it 
1* commonly the case that the transfer includes 
proposals by the new landlord to carry out 
refurbish men i or Improvement, or Indeed ma|ur 
repairs io tenants J homes 

ll Is usual for there to lie negotiations between the 
tenants* representatives, the local authority and 
the new landlord, facilitated by external 
consultants, to set out specific condition* relating 
to the i Fillister It would be possible to Include 
conditions relating io energy efficiency measures. 

The new landlord could he required to: 
p educate the tenants ahoui i he overall balance 
between fuel casts and rent, and bow this 
relates to the total run til rig cost of the dwelling 



P advise tenants on energy conservation 
A incorporate specific energy measures Into any 
works proposed 

p achieve a certain average energy rating within 
a given period. 

Such conditions would be described as 'undertakings' 
in tin? tmesfcrasnwment- 

TARQET GROUPS 

large-scale voluntary transfers haw been more 
common in smaller shin 1 districts but this 
mechanism Is open to all local housing authorities. 
Although the objective of a transfer may be to 
tackle under-investment in the poorest stock. It is 
likely (hat a transfer wnuld cunipri u- a package of 
poorer and better stock to ensure Hie financial 
viability of the new landlord and to atiraci the 
private Investment for Improvements. 

Transfers of stock Can Ire an demerit of bids for 
Estate Renewal Challenge Funding and this is 
mother way of underwriting the transfer of 
housing stock in poor repair, 

POSmVl AND NEGATIVE ASPECTS 

Positive aspects or large-scale voluntary stock 
transfer Include: 

P the ability ni rhe new landlord to use private 
finance and to recycle capital receipts for 
improvements to the housing stock 
P more latitude in setting rents without being 
subject tn central government controls 
tsnb|ccl to any guarantees In Hie transfer 
agreement and conditions Imposed by the 
I lousing Corporation |. 

Negative aspects Include: 
p loss of tax exempt turn [such as V'ATl c n joyed 
by local aulhorltics 

p likdy to result in some job losses among 
local authority staff providing services to the 
housing department 
1 possible increases In rems 
p the resource* needed io implement a stock 
transfer. 
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IQiWCtl OF PUMDfMQ 

Ora ruafanfad honing ttNKHhim tod hud 
httfUTK aurjunin ttt *Mr If KM pm Ur 
fcww from *U tfa ituisi ttnanrljJ imhiuitom. 



UntUonS *tK nmJ lo pro** that tuf*lm through 
lltaf production at faulted huiiiwt plan* 



TM0CALM 

A Uf|(p-ioil* vfauntary trinilrt will tvqufa a 
lundrknhk imivnl at offktt l»TW to ufaMln l he 

r?tev*m mnitrh, rin> am truant mnuilratinfit 
ltdek condition uirvtyv. i-ihuikm* n( the tunning 
ttock, mabhdi Hi* legal tiiuciure at itn nr* 
huming aiKHiatkm nr local Iiouiitik onrt|Uhy. 
drawing up ihc iranifc* Agn^mcnt. ami producing 
a fruuiii^* plan. etc. I'ftr wlmk pmcfss uiiuilly 
takev in excca* nt fan yean 



REPAYMENT 

t ruder* wtft wtdi in immr hiiftmr Agalnil tfa value 
0# th* tmufefftd MhL Tit* vahulVHl wi« I* on an 

riming uy him. ir ifa Him llutf wniikl fa p*kJ Kn 
til* lit** In- ituflfat Frpsimt) metal Undtnni 



A Inal nnfKirltr Lad *rf tap a kn 
fa a hfminp anoclatno mtrtg Jb 

n 24 fd thr 1 1 



Vimm >4 Mdr tn piv «di 




iritit* a taBfeita of man than 5 00 dwe-tEbigi on 
Jtn ahead, bxil njlhtidtm are obliged to gain a 
plac* hi ihr Annual I inpoinh Programme ia* m 
tnil III Uh* 1993 Leasehold Reform. Housing and 
Urban tJrtT[f)piTwnt Act ltJJ> 

COMSULTAnott 

iAigr-H4Kr voluntary t under* nrvd full pallrkraJ 
tb* king litim elected nwrabm. preferably with *31* 
party vipfHirt and the raenmltinent of senior nlftcvr* 

Iki.ilki! leminl tumulLnUin'i are a Statutory 
tninlrrtiirtii and in rnnit clmum>Unm a ballot J* 
hrld fatal* a Lite*' M.4lr voluntary transfer call go 
ahead htnre iperilkally, It *H3 be necessary to 
ftm» iii*i ictianii liaci any proposals foi 
iiTipnjvnj energy rifinenry Manila ids If Ihu will 
ha** an impact no imt kwli. 



KepaynttM of ifa inmtmenl would hr hated mi 
rental income at protected In the huunni plan 



SCALE ISSUES 

Vfaumar* i rartsfm an pMEaly timi'nl io undo 
1- cm dwrlhngs to *nt tisrigte honing nwclathm 
c* k*at hnninf ccmpany fhK mdnairt Lhai Ihh 
H a me*, tun tun that auM fa tnnl la titU* urafat 
imrumrm in energy ritKioki on a large hale 



local authority sufl miU need to fa penuaded that 
thell Mr are nek ihrcalmcd bs the tondet and r if 



they are, that they will reerfrr adeqiutr 
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COMPETITION Ml DOMESTIC ELECTRICITY 
AMD OAS SUPPLY 

Over the period April 1996 to September 1WB, 
competition in domestic declfielty and g j* supply 
is. being phased in over England. Wales and 
Scotland. This will allow domestic consumer) to 
choose ihelr electricity and gas supplier. 

Potentially, competition should lead to lower fuel 
prices and more efficient sendees. 

These changes open up new opportunities for 
energy efficiency investment by energy supply 
companies, 

Whfll do energy supply compnitiieft want from 
the social housing sector? 

The new energy supply companies want to 
establish a customer base of reasonable slit* but 
their potential profits from supplying energy ate 
small. Consequently, the) 1 want to secure that 
customer hasp over lime to Increase profitability. 

Local authorities and housing as social Ions have, in 
ihelr tenants, a large potential market fur the new 
suppliers. Already consortia nf local authorities and 
housing associations are being formed to 'broker' 



cheap energy supply on behalf of their tenants and 
to obtain investment In ihelr housing In return for 
long-term (typically lS-yriiri supply contracts. 

One consortium with a total of 100 000 dwellings 
is seeking, L i million of Investment In energy 
effkk-ncy measures In return for a 1 5- year supply 
contract with a gas company, 

LEGAL ISSUES 

There are legal implications for such arrangements 
between social housing landlords and energy 
supply companies. The key issues concern 
consumer and com peril Ion legislation 

Arc landlords sacrificing I heir tenant*' consumer 
rights by locking them into a supply contract 
with one company? The range of contractual terms 
b currently being Investigated by a number of 
energy supply companies, local authorities and 
housing association*. 

It could also be argued Hi m such arrangements are 
ant I ■competitive and could he challenged under 
European Lin Ion compel ll Inn legislation. 
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Throughout thh Report ihe folfnwing ate ined to indicate Ihr various mechanisms foe 

(itipfcrntTU irij! energy Htuwruv mrauuei The ahbrouued &m will ,»uu the reader in erms-iefeseTtclrtg 
twnvcm itie early writ* mv nf the Bq-nri and the me undies ihat illustrate the wtt#« of the sttaicgv. 



L 


-CEASING 


E-*T | 


- SELLING ELECTRICITY 
direct to TENANTS 


RL 


1 - BENT LINK 


T*JV| 


- TRADING AND JOINT 
VENTURE COMPANIES 


cu 


- CREDIT UNIONS 


SC | 


- SERVICE CONTRACTS 


UL 


-UNSECURED LOANS 


ESCO 


- ENERGY SERVICES 
COMPANIES 


DD 


- OULK DISCOUNTS 
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1 VAILLAhT BOILERS LTD - RELEASE' 

[Till Innovative operating leasing, 

MHmc whole-house 

lurnkcy gas central lira ring 
imULbi ion lor public- uclor housing. Vail Urn ate 
pmmnlirtg the hIktui: in lutjl aiilhnrilm under I in 
hrand name 'Mcjht' 

M wU » providing the renlnd healing rquLfunrnl, 
ttoldwnriijfipm'UlB I he rnsnun 1 lltMitir jnd 
optniing kur packages 

IriaulLitkm h umkrUto-n by « mtm tun approved by 
the kitil authority uniting dlmtty fen Vaitbmi Thh 
h «<H«o ! to mum ihit tube u the goods never 
pauei to. or vu, the local authority and ihercfutr 
tnaw the scheme qualifies as an operating Irate. 

longmci ltd is the leaving cum pan y, and 
organises the hiuikiil aspects of the Installations 
The company buys I he good* from VallLam and 
■hen leun them to the authority At the end 
ihe lease period i usually to years or morn, it can 
be extended or the eqidpincm van be lemnved. 

The new rental would he based on the value of Ihe 
assets at that tlmc- 

The key io the success of ihe nbcinv hr lhal die 
I Killers and radiators are designed to be readily 
removable. The scheme Is. I mended to quality as art 




operating lease anti so, under a concession In the 
t'apUal finance system. may be funded out of (lie 
Housing Revenue Account iHHAi, rather than from 
capi tal resources 



Opponunlllei msd biidtri 

This scheme provides * way ol using ihe operating 
lease corvcesskm in live capital finance regulations, 
to in Mali modrm cnergy-cfficient gas central 
heating swterm In local auihority housing. 



Statin 

The Relea se scheme h currently being, implemented 
by Sts Ax -on -Trent City Council with hundreds ot 
imuliahnnsetiheT completed, underway or planned 

U*«M» Idflmt 

■ h is essential to liaise wiih tenants and L«p 
them Informed of what is planned, 
i All departments should be involved ar an early 
stage, requiring cooperation and input from 
auditors., kgal and financial departments, as 
well as the housing department. 

• It h imporiani to lei up clear, simple systems 
so that everybody undeciiands their rote. 



Contact 

Housing flroup 

StoktMXi-TrMit Pty Lounri t 

iHi box M 4 , Civic Centre, lltcbe Sheei 

Sioke-oit-Trp.rii ST 4 1RJ 
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haw to remove the equipment imm the home ami 
Jmiall ii In another properly, thus continuing wlih 
the lease. 



Z HEATLEA5E - CREWE AND NAMTWICH 
BOROUGH COUNCIL 

DevcrLpllon 

Citrwc inti Hmtwkti hunmgh 
Council: has implemented a 
leasing scheme for pan oj in huuiing nock Id Install 
mn^-^lfiocnt efcctnc stiHJjfr healer* and 
imrrwrvwpn heaters, running cm Ihc liiwiomy 7 tanlf . 

The leasing arrangement Is fof • pctfewl of 10 yean 
with a residual value of *0%, and the authority has 
i he option lo extend the arrangement at the md 

of the ID-yrar period 

The authority undent w*k a convultatirm exercise 
with tenant to explain the scheme All tenants 
benefiting, from this scheme have signed j 
modification to their tenancy agrwmmt, 
acknowledging thal thr equipment Is owned bv 
the teasing company, and will be leased lo thr 
couftril and paid lot by al low able rent Inonws 
within the parameters set by rmlttl fuvrniment. 

The scheme was managed by MANWEB, with 
equipment supplied by tlreda leaving 
arrangements were pretvtdfd tty Asset Finance and 
Management 1 AFM 1 and BoySreit Leasing, 

Opportunity and borttom 

The potential problem* with tenants exercising 
the right lo huy have been tackled by giving 
tenants the Inflowing nptlun* under I he terms of 
l he lease agreement: 

■ request i he equipment Is removed al ihe 
Council's expense 

■ request lo be given nolfcf of the Terms for the 
sale by the owner of ihe equlpmmi 

W request that they be given notice nl the terms, 
i ncluding rmul amount, under which I hey 
may com ui lw to tire the equtpmrni . 

In rader to avoid paying a penalty to the busing 
company in such t irvutusiam.es. the authority may 



Another Issue- Is that ihc authority may need to fund 
the installation ol replacement hoi water slongv 
tanks, and in some lusi uot rs this may involve 
HhUttoful expenditure If the space where the 
existing tank is utuaied needs to he enlarged, 

^tctsrr 

Two phases of the programme have been ctrmpfirtni 
one in 1996 and ode in 1907. Fach has provided 
efficient etectrk storage heating to about 1 00 
coum: 1 1 properties wtih budgets In each phase irt Ihe 
Older of £1401*10 A IhLnJ phase Of a similar scale Is 
due to commence shortly 



Lesion* learnl 

■ By undertaking a number of small-scale schemes 
a friral authority can minimise the financial 
restrictions placed upon it by ihe HRA, and can 
pay for ImjmwTmenis can of Hie annual 
allowable increase* m im.i. 

■ Heals where a package al equlpmern and leasing 
arrangrmraii are linked together may require 
some analysis io find uul whether ihe imfesTdiul 
constituent parts offer the best value. It may hr 
more transparent in iphr the contract few ihe 
supply and tnsLalUliuit uf ihe equipment from 
the teasing contract. 

■ I iigyr projects broken u p into smaller elements 
can snmriimrx hr ramplrlcit more effort Ively wiih 
a simple rendering pinccss and can avoid the 
delays associated with tendering of targe contracts. 

Contact 

Crewe and Nantwkli Borough ( :™ncH 

Borough Treasurer's iuvicmii. hrlaitsere House 

Drlamerr Street. Crewe. Cheshire OVI ZJZ 

Tet 01270 SJ7777 
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3 'RENTLINK' - MENDIP DISTRICT COUNCIL 
P— crtp H U rt 

The notion of linking rents to 
energy efficiency In the housing 
stack wav first discussed in 1991 during the 
Jt'velr iprueti l of the Mendlp District Council's 
Green House Uld. by 1993. energy efficiency 
measures had been augmented and promoted to 
the heart of the Council's stock management 
Strategy, In April 1997 the rent points scale for all 
dwelling* was modified to include a component 
reflecting the energy efficiency of each hnmC- 

A1 1 he outset, tenants and councillors were consulted 
to ascertain Ihd? opinion of the proposed programme. 
Around 3V.3 tenants, occupying mostly unimproved 
properties, wete given a ILU of improvement options and 
asked to prioritise them, "the overwhelming opinion 
was In fdvmir ul affordable warmth, and provided a 
mandate la divert maintenance programme money 
Inlo ujynJin^ the energy efficiency of the entire 
stock- This result reftecicd the fact that the existing 
programme of full modemhation reached only jmund 
50 homes per year, while Ihe programme which 
prinrillsed offordahle warmth coupled with Renfllnk 
would provide significant benefits in the shortest 
lime to the greatest number of tenants. 

A second questionnaire, sent to 10% of all tenants, 
explained Ihe principles of the proposed Rent link 
programme and asked tenants If they were In 
favour of ll s adaption Fhe replies established That 
a significant majority approved. 

Prior Its the Introduction of the Run link scheme, 
the energy efficiency of each property was assessed 
and Incorporated Into a stock database. Rents were 
modi lied In accordance wtth the results so lhai 
tenants occupying houses with a higher efficiency 
had their rents increased slightly, while those in 
lower efficiency houses had rents reduced slightly. 
The not effect al the time of introduction was lo 
produce no change in rent revenue to the council. 

Subsequently, where energy cfffele ncy Improvement* 
have been made hi a properly, its energy efficiency 
I* reassessed and the sen I Is increased in line with 
t he formula established under the Rent link sc heme. 



These rent Increases provide an Increased revenue 
stream, which could provide Investment for energy 
efficiency measures in unimproved properties. 

A stock profile provided the Information from 
which works programmes are developed, targeting 
as higher priority for lmproveme.nl those homes 
wllh poor energy efficiency. 




Developing the scheme Involved liaison between 
all staff affected fry ihe programme, drawing upon 
their opinions, support and specialist knowledge. 
This Included maintenance staff who mighl have 
no background in energy efficiency measures, as 
well as staff Involved with administering the rent 
polity and responding to tenants" questions arising 
from the programme. The gradual Introduction of 
the concept was also an advantage, ihe concept 
having find been suggested and discussed in 1991 

The legislation surrounding the setring of rent leudi 
and the ceiling on ren t rebaie subsidy meant the 
points system hod to be established before energy 
efficiency Improvements could be reflected In tire 
rents i set paragraphs 14.1.2 and 14. IT), llie original 
rent points scale. Introduced In 1989, rnniaincd 
certain elements that Were adjusted to reflect 
Improvements lo the property', but the adjustmeni 
was an arbitrary fixed amount, There elements were 
replaced wllh a sliding scale that more fairly 
represented Ihe benefit of improvements, Other 
elements of the rent points scale were left unchanged, 

Status 

Since the Introduction of energy efficiency Rentllnk 
In April 1997, Improvemenn have been carried out 
to ovcf 70fJ homes and rents set in April 19911 wilt 
reflect this. There is an ongoing programme of 
energy' efficiency luipiOVttMnu, mostly incorporated 
with other works, and from April 1998 the rent 
charged for I he improved homes Will be adjusted 
al regular Inlervals during the financial year. 

Lessons la amt 

■ Mend Ip's stuck ilat alsase was built up from a 
number of sources. It a housing dock h due for a 
large-scale survey, Corttideniblc Time saving could 
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probably be achieved if the necemary energy data 
could be gathered at the same Urn?, having first 
established the larmal ol data needed for the 
mcigy assessment software. 

* When the new points scale was brought Into 
effect, a few problems arose 1 from other aspects 
of the rent points scale which bad been lefl 
unaltered Inn where points had been allocated 
krUfimitly dur to wrong Initial information 
(eg wrong number of bedrooms this could 
have been avoided if alt tenants had been sent 



details of their rent points when the original 
scale was introduced in 1989. However, the 
majority of queries were from tenants In 
home* with poor energy efficiency, questioning 
whether theft rent reduction Was correct 

CCHffaKt 

I lousing Client Unit, Mendip district Council 
C .innards Grave Ho.nl, Sheplon Mallet 
Somerset l!A4 5 (IT 
Telr DJ749 -14JJ99 



4 SAVING AND LOAN SCHEME - CAMBRIDGE 
HOUSING SOCIETY 

UL | CU | 

PMcriptlon 

The Cambridge Homing Society Lid (CHS) has 
established a saving* and loan scheme for Its tenants 
called 'New Horizons'. The scheme Is similar lo tlut of a 
credit union in that very smaN amounts can be saved 
ami borrowed. The First loan i* limited to twice the 
omoutil of money saved, with a maximum of £5tH). 

The novel aspect of the scheme is that it was 
established in con I mu i ion with the Cambridge 
Building Society, CHS has deposited 125 000 with 
the building society and this Is combined with 
tenants' savings to form a pooled fund that attracts 
an enhanced interest rate, 

CHS Is responsible for running the scheme under 
art agreement With the building society. The New 
Horizons Action Group, made up of CHS tenants. 
CHS staff and building vucreiy staff, recommend* 
policies and procedures. 

Opportunities end barrier* 

This scheme has some advantages over a credit 
union |n that: 

M Cambridge Building Society has 18 branches in 
the area where transactions cin he matte 



8 it Will be possible Id adapt policies and 
procedures lt> meet ibe needs ol the usciy 
unrestricted hy the legislation that controls 
credit unions. 

The New Horlmms scheme offers the size of tow- 
interest loan that would be suitable for the 
purchase of errergy-^mderu appliances. 

Statu* 

The New Horizons scheme was launched ho 
September 1997, 

L4UOO Kami 

m build on existing rclarionsbip* rather than going 
lo the trouble of developing something new, 

I Look lo local institutions and organisations In 
develop schemes as partners. They may be 
more flexible than larger national bodies. New 
schemes will help enhance the business of the 
partner organisation. 

■ Adaptability and lateral thinking wen- the key 
to developing Ibis In nova rise Idea and to 
overcoming many of the problems and obstacles. 

Contact 

Gain bridge Housing Society 
I A Bortescue Road. Cambridge CD-I 2JS 
Tel: DJ223 JlfiJGIH} 
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5 L£EP - CREDIT UNION LOANS FOR CFLl 



BD | CU | 



Description 

Tltb small pro feci was developed fry the Lot Irion ami 
Edinburgh Environmental Funner ship [LEEIY 
waking with the Lnlhian Region l insist Union 
Orvdjopmint Agency, to set up j toon scheme lor 
CFU with a number of existing ami potential credit 
unions In Edinburgh amt the sum landing area. 



I '.mid paling credit unions agreed lu proside loam 
to Ihclr membership lor I he purchase of CFLs. The 
pun Lckpaliug credit unions aim distributed 
information to their membership promoting these 
loans and a mall service run by I.EEP. LEEF had 
made a bulk purchase of cHj and passed the price 
discounts lo the credll union members. 



Opportunities and bsrri#rs 

This was a small project dealing with a fairly low 
volume of loans, the same approach could be 
extended to cover the purchase price ot larger 
energy efficiency appliances, products and sendees. 
The oedli unions were keen to support this 
scheme for a number of reasons; 
m enemy efficiency help*! i heir p grcen r credentials 
tt 11 is a simple and effective add-on l« their 
existing, credit uni on servlet! 

■ It helps members save money 

■ there are some lax advantages for credll unions 
from encouraging a constant pattern of loam, 
albeit small amounts, to reduce I he amounts 
on deposit 

■ it was seen fn reduce the seasonal nature o! 
loan take-up, which peaks at Christmas and 
during holiday periods. 



The scheme offers! a range of CFLl with different 
types of filling and wattage- Froth cottier monlloririB 
research, L££fi had Identified ihal it was important 
lo demonstrate (he CKLs in the home for 
maximum WHt-effectlvenisM. This Allowed the 
potential purchaser I he Oppotl unify lu try various 
options of style and wattage, ensuring a high level 
ni customer salisfactlon and utilisation of the 
bmps. This also hcl|icti achieve one nf the original 
objective* of the scheme, which, was to ensure that 
repayments on the loans would be mate than 
offset by electricity savings from the beginning. 

Tile credit unions also felt It appropriate IO market 
loans for other reasons, so that where a member 
look out a loan for another purpose such as a 
holiday, they would also be encouraged to take 
out a slightly larger loan In order (n purchase 
CFU. As tile CFli would save the borrower 
money, ilteit ability to repay the entile loan would 
lie increased. 



The scheme successfully provided CFLj lo several 
hundred cmili union memhcis. 

I he service is being continued on an 'ad hoc" basis 
wlilimii any publicity, as HTTP no longer provide 
staff resources to work With rltcrtl groups. 

Ltsiam learnt 

> The concept works well but does (Iced 
considerable development and prtp.iraihJll 
time to succeed. 

m A wider range of energy efficiency services may 
he more appropriate. and justify the provision 
uf staffing resources. 

Contact 

Lothian and Edinburgh Environmental partnership 
honniugton Mill Kui I ness Centre 
72 NfWhavrri Road 
Edinburgh 016 5QG 
Tel: <fI3l S55 4010 
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fl FRUXi ESA VERS - NATIONAL BULK 
DtBCOUNT SCHEME 

Outstrip II do 

Trldgcsjvprs lx a national 
i£hcmc dL-vi-tupd and iriiiuiji’d 
by L£KF- The scheme ho* been developed In 
partnership wills the E5T and Is funded by The 
Sop program me. 

The scheme it targeted at low-income hwistholds 
and Li designed to provide ihetn with efficient 
fridges to replace I heir old and inefficient mixld 
Thu old fridge must have an integral ke ho* and 
belong to the householder. In addition, the 
householder hu iu be in receipt of one or more of 
nine qualifying hcntfUi- 

The householder applies Tot a new fridge by 
completing a lorm. which includes details about 
i heir existing fridge. The questionnaire is based on 
several years or Appliance-based rcsraich carried 
nut by LEER Returned application form* are 
entered on Ehe Fridgesawr* dalabase which 
genera res a points score for each application and 
determines whether the fridge is in a poor enough 
condition to lustily replacement. 

A nailnn.il carrier Is lnsrructed to arrange far 
delivery 1 and installation of a new iridge and 
removal oF the old fridge. The old fridge Is 
disposed ot with rhe apprnprlale recycling of CFC.v 
th this WSiy the pirifett also viguiticanlllv Improves 
the nMure of the second-hand fridge market by 
taking these very [oefflcieni models away from 
potential reuse. 

The h ouseholds has to make a contribution of 
only L2-S towards rhe cost of ihc new fridge, which 
they should mroup Ln the first year of usLng the 
new crKrjy-eflldertl appliance. This estimated 
saving Is haled on earlier numlmrlng. 

Hie overall cost oE providing tliese new appliances 
Iras txren significantly reduced (ay a hulk 
purchasing iiirangemcnl through public t ended ng- 
l'wcnty-five- thousand fudges were purchased 



I ul dally, reducing the unit cud considerably from 
rhe normal retail price Of £120. 

Opporlunl ties and birrien 

In some Instances the householder contribulbon Is 
met from other sources. Fur example, same social 
landlords are paying the £25 contribution far their 
tenants who qualify tor the scheme. The rnodesi 
householder contribution could also be obtained as 
a loan tram a credit union. 

Fridgmveo 1 estimates. based on mnnifared 
samples, demonslrale that households should save 
at least ot) a year on their electricity Mils. 
FrldgjrsivEi3 are able fa provide daia showing the 
number of I ridges supplied by the scheme, sorted 
by postcode area. 

Statu* 

The Fridgesavcrs scheme was launched nil tonally In 
September 1997 after sucocssfuf pilots Jn Edinburgh 
and London. The scheme was initially promoted 
ti im High regional Stflilnin held In each pubik 
electricity supplier | PLM man. The Initial target was io 
distribute 25 OOP fridge’s hy March 1 99ft, Early 
indications are that the scheme will be tAvnutacribed 
and an extension Is expected. Several n£ the 
participating I'ES/i haw expressed an imcresi Ln 
expanding the scheme in tltelr areas. 

Lfwwxii learnt 

■ It Is possible to assess the efficiency far 

llltf (Iclcncy) til appliances on a remote hash, 
and by involving the applicant In I he process 

■ Volume purchasing lias also brought down the 
unit cost ot these appliances, and has enabled 
a Flat charge iu lie negotiated with a national 
carrier, irrespective ul where the applicant lives 
an mainland Britain. 

Contact 

I ail hid u and Edinburgh F.nvl mu mental Farf tiers hip 
Bonnlnguin Mill Business Centre 
72 Netvhawn Rtad 
Edinburgh SH6 5QC 
m 0H1 555 4010 
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t tzu-ma uli cnwctrif to towit* - 

§7 mwfHU Ilfhltli10 

**1 

Oi i wyain 

SI pjturn | lunlot » pnnnh-i a w* l*| | k wl^ 

IhituiviilikM Ikwl) KMJutllti 
tn Undent and Hrfift*Jdiur Vlt hn * grrm po*nr 
kIikIi nn» In mufrlhaf m hcnning > 111. 1 * Null 
ml numumnj Ul ■ (Oi WtftUve mi twtfe efht trril 
mxy. In kwiWK nhh thto iwbcy, V 1 | lun limited * 
aCTitwiMl Ihciti ml pown fGHF) turn hivnt V 
kkiLmi s Himw 4 inl I line Ahamit Dillwi«hi Mow m 
Undnn Tt* fH+vvi aipect ul ibr w h«nw U i ImI thr 
Impmwmctii is partly |milI hit by rirttOdiy wtlvt Ihm 
l he t HP unit J/rrtl in ihu teiiiiiu Viln nf pirvlrtflty 

product* on income d M&OQU |*-i ytmi 

Thr 5>5 dwellings SCH olfket noil toimumUl 
unit* nriptLiiailv ntvrrrd liy I hr *hrmr liml 
Individually nuirted rkvlrkiiy suppHo from 
litttdcm rkciridiy, w Hti thr imullaihm of thr 
OflT system SPH It** "Vrt fnixtrnltulrtT fin 
vwlymi rk'rtrh'hy lo Null rhr tiHwttnvul and 

dnrnmth 1ni4llU Fkrtltmh rnrlrn linked In ■ 

totn^Riirt hilling lyurm m Mil » nffim ft-pUcni 
thr (4d mrtm ImiMi now wtkY Ihrlr 



deni**) lot rktiiitiiv; rfwt *nd atrar fhsi 
ruppUnJ by Die COT unit, ti tart by 4 14 fig b- 
LncHlaa llnrntitv uippit in WH 




■ml iLwmrwnv*! tenant* lo fcrm-m bnm ■ 
ugiuffe anl nrJutlhw let fkilrktr) toftt In * hulk" 
dw toiuirn drchfcd IP lata l heir Ul tup ter having 

no standing rhargr Hin. mrjnt ihn ibe* %n il tutr 
■ viivni uKmtfw tp mhur Thru t i u i gy cam 



pnrni debt penblnm otTurrtng. 



h **« mrauty Jbt cadi munt lobiftcaar ta writing 
H 14 I Ihev f» k<tjpn wtvhrd to hj\T thrw <4rc1rxin 
wppliril bv Ijonkit EktukUr, Lduiiiftt' 

Dine deemed anitrecT for Ihjt nrjjptv. Taunt* 
needed tPbr advised etoul thn nripiurpvrnt jt put 
nf thr ntrniii tenant ramultatbon proem* 



VH had tn purchase Uw electricity dDcnbuiron 
Cflbta trfvrnjt the me from Umdfln Electricity at a 
roil at £ |tl nuij The htmiing .usocijlkin then fud 
in imitinuHtr tile tm:aiiiLnj( uipply poJmts Of (ht 
inl.tl Cl iv ICllntre nwl of £267 Olin, the ovnjjt 
null tut rtintl living thr clccirkul tervite% arid 
UitLilUriK thr TMinttr imiehri^ lyitcin m«r 
l ftlir ifhtThE wat tuppnncd Iw 4 

midrnlMt l ill 1 pni*rammr jpuit of £45 CKHI.r 



MMm 

Thr Mhrmr fiii hero tijrtitmj; iurrmlulh' tintr 
Au|ut1 |^9j, 



■ A KX ul landlord thoukt ml t 



an ihr i If r unit. Such gtakzamm would 
mKtnaOy lit put rf ■ iqaiqtfluncr rr nwm 

f.ltmdril dtrnnUfnr cnukl nrtuft In hJtvru Tp 
tnakr mil It |iitihnrt «4 rlretmlv butt 



another rWvtrwtrv nipple n. 

■ < arful atrummt of cntlttlt mm^v 

(njfi4$nnmt «d the raebbic man 

her top-up jmiitand tw detltkiTv supply mB 
whi in hneh the tue m i tatui yqf thrCflTunrt 
■rid tfakBitg on thrtifXtmal tiamaig tuwv 



trnann can pay (or thru dnnmtt by ipwmfy 
Nil of riandint onto ant) Mil have ahn 1 mulled ■ 
COIN lirpitlr imkhmr m Ciuttdr tnull utfi 
paymrnti. Thii rjngr tit pay-rnrnt mnhndt oprim 



to«M 

M Nnun fiiwtonjt TrchnKjJ ScrMcra Thrputittrni 
I III fvmholr Stmrf. | iwidtPn NWl | ftS 
TWiom 2W9IU 
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B COMBINED HEAT AND POWER - 



T + JV 



J ? c J 



NEWCASTLE CITY COUNCIL 



Newcaslio City Council lu^iierud in old coaf-ftrod 
block. hearing system serving the Queens Court 
Rats with a gavlinM CUP unit. fcqulpment supplier 
finance and a grant from the Combined Heal and 
Power Association {CHPA} funded the scheme. 

A CHP unit with an electrical outpul of tOtl kW 
ami thermal output of 230 kW was Installed in 
1994, The unit provides heat to 280 dwellings In 
five separate fivc-storcy blocks of flats. The supplier 
of thr unit. CPS Northern provided the Capital 
investment. Installed the unit and now operates 
and maintains it. The supplier is recouping Its 
investment and costs through a 10-year electricity 
supply contract with the Council. The Council 
purchases I he gas for the unit and sells the heat 
to lu tenants. 

The contract with ihe City Council specifies 
sendee standards and guarantees performance in 
terms of Ihe number of kilowatt hours of energy 
generated, Failure to meet these standards results 
In the supplier having to provide a quantity of 
free electricity, 

Opportunities And barriers 

Prior to the scheme being adopted, the Council's 
energy unit compared the cost of this arrangement 
with a direct capital purchase. All hough ft would 
have been cheaper to go for a direct purchase, 
there was a clear advantage in retaining the capital 
Investment io use elsewhere. 



The heat from Ihe unit Is paid for by a fixed 
service charge on rents paid by tenants. The 
specific costs of Ihe heat produced by this CHI 1 
unit is not passed to the tenants of ihe Queens 
Court Flats. Newcastle City Council has a policy of 
pooling Ihe costs of Its entire district healing 
schemes and charging alt the tenants on these 
schemes ihe same flat rate for their heating. 
Heating coils to tenants have not increased since 
1967 because of Ihe continued efforts to Improve 
the efficiency of tile community healing systems. 

Statue 

The scheme has been operating successfully 
since 1994. 

Lessons learnt 

■ Newcastle has developed many CH P pm feels 
over the years and the general lesson leoml is 
ihal the base energy equations and the string of 
the CHP unit need to be very carefully calculated 
to maximise the L’lftdeocy of the null. 

fl Demand should be calculated to meet 100% of 
the summer base load far heat and power. 

■ On tynjl performance and maintenance costs need 
to he lust Hied aver the period of the operating 
contract, and should he built into the original 
agreement. 

■ Fhe siting of t he unit needs to be carefully looked 
at In under to minimise noise disturbance to 
residents. 

Contact 

Newcastle City Council 
Newcastle Energy Centro 
2/10 Arbold Terrace 
Newcastle Upon Tyre NE2 1BZ 
Tel: (U9l 281 1303 
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* OODIVA WINDOWS LTD - COVENTRY 
I DMcrtpaon 

T+JV Godivj Windows I.ftl H a joint 

venture bdwrrr LVtnriiKi 
UK Ud and Coventry City CouncIL The company 
to established os j tr*dm* lampny manufacturing 
Jnd, in liinvr cares, installing; FVC4 J dnublr 
glaring Half of (kxllw'v bml n™ h with t^ireentry 
City Council and the cuhn lull It with housing 
j^XUtlhini, olhej In*,*! itHhDfhlCt J-lHJ u hod* 

The company hat It* orient In Coventry Qly 
Council's direct to hour organ treTkui fT>I.Oi Somr 
yean ago, the Clty"t housing department decided 
lo embark on t la rge ■ scale window rrplmvinrm 
programme covering all 24 tXK) dwellings Jn lit 
housing stock. It wa* decided that the muii 
effective mean* of hnipImterilihH the programme 
would lie lo tel up a inditufaclurmg ami 
insialUikm company *> pail of ilse PtD The 
company operated for sonic yean, employing 
between 6I> and 70 people With the prospect til 
the City's own window replacement programme 
Wh| cwnpIrtnL It w*% dn hied to explore other 
business opportunities and ulfer services to 
neighbouring local authorities, 

However, the legality of this development was 
chahrnged by the District Auditor As a retuh, lire 
Qty Council spin in PVC-U wlndnm company, by 
retain Inn In own installaifcm iraitn wiihln ihr 
|>LO but alto retting up tiodiva Window* 1 id at a 
foln.1 1 1- n lure to CUTy Out the mji!ul«.turui( anil 
infUUatkm for other customers The Qly Council 
|us a 20% stake in lire new company with the 

remaining HG% beiriR held by Ikcrunlnd UK I Id 

iiodiva Windows kid lias a VlwJule of (tain 
Contract’ lot a period tri five yeah to supply ail the 



rVCdJ windows ioe Coventry Qly Council* 
window rtplKiTnciit programme 

Opportundiva and banitfu 

The creation nl Uodiva Windows Ud enabled the 
Council la recure 25 tab*, which otherwise would 
haw been kret. In manufacturing lire windowv 

Uudi ta Windows gewrales substantial profits horn 
which the Council benefits in proportion to Its 
equity in the company. This money Is available for 
capital investment In the Council's housing 

Following aha in client of third party quality 
approvals. Cotflva Windows Lid is now able lo 
provide both manufacturing and installation 
services iu whomever it wishes. This generates Further 
profits tu be shared liy the Council, while ensuring 
I hat the price of Its windows U very competitive. 

QUin 

iTndfvj Windows Lid has been operating 
successfully since 1995 and Li continuing to 
expand its cnttonuT base. 

■ Coventry i lily Council has shown that it is 
possible lot a local authority lo be emetpnsfng 
m uclding Its energy efficiency improvements 

■ The authority has found a creatne sedution that 
pwtdo i j5tmJ KfliCr to teruntx ami generates 
tnccKire for htfun: um^mrent in lire housing stock, 

CdMaet 

ckrdlva Window* Ud 
link Heath Industriat (.state 
OU Church Rood 
( ovrntrv CV6 7DT 
Tel: 01205 iB] 151 
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ID ENVIROEHEUGV LTD - WASTE -TO' ENERGY 
CMP SCHEME - NOTTINGHAM 

T + JVj ESCOf 

Description 

EnviroFneigy Ltd (s a join! venture c oinpanv 
formed in 1995 by Nottingham CHy Council and 
Energy and Technical Service* flroup pic (ETSi to 
manage Nottingham's existing CJHP and community 
heating scheme- Ihe main energy source for the 
scheme Li the Eastcroft waste- to-cnergy Incinerator 
run Fry WasteNoit* Lid fa private company wholly 
owned by Yorkshire EnvtrQiunentlt which is part 
of Yorkshire Waier pfej with back-up provided I yy 
conventional gas boilers managed by FrolroFneigy 
at its London Road Heat Station tUtKS), 

EJectflcHy ii generated by steam turbines at LRH5, 
managed by EnviroEnergy and sold to Easl 
Midlands. Electricity pic for distribution through 
the grid. The heat from this plant b provided lot 
V 3600 tnunpl-uwned homes 

■ S20 housing association homes 

■ ?UWpdi , atelymvrtKi homes 

M commercial customers. Including two large 
shopping cvTilrw a hotel, COU ricil buildings, 
government buildings and university buildings 

• a separate slcam supply to a large 
phaimatTut ical company. 

Mosi of the local authority housing and all 
I he housing association properties served try the 
community heating scheme are on I be 
St, Ann's Estate. 

The formal Inn of the Join! venture company 
was a response to n whole series of problems 
including litigation troth domestic customers (as a 
result of technical problems wlih ihe original 
evaporation and volume heat metering i. large 
a rrtars problems with domes! k customers ( running 
to cumulative debts of around £ I million], and 
under- Investment in the infrastructure, the new 
[■om i venture company has taken over 
responsibility for the existing scheme, and is 
now, wlih the City Council, investing heavily In 
the scheme. 



Opportunities and barriers 

The opportunities provided by ifie joint venture 
company were realised through a detailed assessment 
Of problems and Issues. The decision- milking process 
and live development of Ihe joint venture enmpany 
can be broken down Into a number of stages: 

Stuff t - Doing the grtmtulnork 

This Included the following actions by the 
City Council: 

■ an option* * upiptaisaJ of the whole m heme in 
conjunction with consumers' representatives 
which resulted in a decision to upgrade the 
community hearing scheme 

■ an assessment of possible managemenc 
wrarvEeiTwnts for the CH?/comnninity heating 
scheme which resulted in a decision m opt for a 
joint venture company 

■ an analysis ol the public sedor finance 
cdfotrainta which could limit the drofopirtciit 
potential 

■ an assessment of the overall social and 
environmental problems im the St. Anri's 
Housing Estate, resulting In a derision to gu fora 
cmnpk'ie refurbishment of the (State 

■ an extensive tenant consultation process 
addressing In particular the Issues of payment, 
hilling and affonlahle warmth. 

Afoye 2 - Involving +r private sector partner 
unit Hit formation of n vfirjtfoH hoard 

FT5 became Involved wlih Ihe City Council in 
March 1994 and provided legal arid financial 
advice tin the structuring of I be company end 
addressing the problem Issues, to make the 
proposed company a viable, ongoing, concern. 

A "shadow hnaid' was formed, with members from 
ihe t-lty Connell and F15 r with Tcsputisihility for a 
full technical, economic arid L'H- 11 evahialbon- 
WorkLng groups addressed subjects such as I 111- legal 
Framework for the new company': consolidating and 
extending ihe hear supply business; and evaluating 
ihe commercial and contractual risks, 

The costs of developing the new company were 
estimated at £235 WO. of which the major part 
came from the private sector. 
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Stage 3 - Nuprins plurt 

The business pian provided a financial analysis of a 
number uf scenario* against stated assumptions. I In? 
baw? case showed poor returns and wto dividends so 
it was clear that the business would have to be 
expanded ami elflctency improved. However, more 
favourable scenarios wen- formulated I hat assumed 
some expansion of the business and reductions In 
both fixed costs and energy costs, A convincing case 
was presented that protected an internal rale of 
return on investment in excess of ItfHn, An Important 
part of reducing i lie exposure to debt and arrears 
from domestic customers was the inclusion of new 
electronic heat metering technology with a 
prepayment facility. 

At this stage the split In expenditure was made 
cxpJIch, with the Clly Council retaining I he 
responsibility l of the invest ment to Improve the 
'internals' of the local authority- housing, then? 
Imprcwmenb Included pipes, radiator* with 
thermostatic radiator valves CFRVsJi and cylinders tea 
replace the old warm-air units, external insulation 
and lJuuI ile glazing tmui h of this mmtmeni came 
through rotate Action Funding?. 

ttivltoldncrgy, using finance provided by ETS. look 
responsibility for the I'.qx-ndlturv nil boiler plant, 
distribution mains, meters and future InwMmrnl m 
the comm uni is healing scheme, This finance came 
In the form of a tax efficient ■subradinmu loan - which 
is a form ol quasi -equity finance. Maintenance of the 
system lx also the mipun.xlblJ Ity of the company, 
the retry reducing the Financial risk to the council. 

Stage 4 - Ft mu ll tin of the faiat rmturr 
campa iry 

In May 199ft, EnVtedEnagy became a registered 
piiva te LOinpany limited hy shares, I lie company 
leases the infrastructure of the CHPand community 
beating scheme frunl l lie city Council. Envlro Energy 
has a hoa rd nude up of city councillors and 
representatives ftorri ETS. It it ift upas a 'private 
sector in flue need company' and so I he City Council 
has a 1 9.9% shareholding with Elli holding tifi. I'Hi of 
the shares, The general manager appointed by (lie 
company was a former District 1 lousing Manager for 
I he St. Anri's Ealate, To protect consumer Interest 
there is a shareholder agree men t wli ich ensures that 



certain matters such as changing the nature of the 
business nr altering prices outside the agreed formula, 
requires a unanimous decision. There Is alio a 
'Consumer tharicr" and an ombudsman has been 
proposed to deal with disputes 

Stntufl 

The rampany Is operating successfully and Is 
attracting new business, particularly from the 
commercial sector, ti is general lug an annual Income 
of tltxt ikKt for the City Council In the form of lease 
payments At the same lime il has removed 
£9 million liabilities from the Cily Council's balance 
sheet- The City Council tenants connected to the 
community heating scheme are benefiting tom a 
hnv-cosi, controllable heat supply On 1996. 
2.3d|VleWhof useful heal as compared to 2.T Ip/hWh 
if provided through Individual gas central bearingl- 

Lesson* loamt 

■ The Involvement ol private sector expertise 
was cruriat In the scheme's IlnattLlal viabili ty 

■ It took time to build up a misting relationship 
between the public and private partners but 
this has been aided by practices such as 'open 
contracts' and having a consistent group of 
Iward members Since Inception, 

■ The local authority would have hcnetitcd from 
legal advice at an earlier stage Ln deal Willi lire 

complex issues of company structures arid 
con tracts. 

■ AMessmcnl of Investment risk requires gmxl 
Information such as 'customer profiles' derived 
from rent and housing databases. 

■ Ureal authorities with eejmptchenxke 
dauhases are, therefore, in a belter position to 
attract private finance. 

• As a |n|nf venmre. EnviroEnergy arc able to 
take Investment decisions based on the needs 
of shareholders. 

The future for EnviroEnergy Is likely lo be as an energy 
services company, which might include services such 
as Insulation measures In local authority housing. 

Contact 

EnvlrD Energy limited, London Road Heat .Station 
12 London Road, Nottingham NG2 3Ali 
Tel: 111 IS 9S5 6ft77 
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1 i STOCK TRANSFER - 

penwtth housing association 

» | OemcHptkin 

ST n May 1994, EYnwllh District 

Council transferred t he 

ownership and rtun^niimi of Its housing sioek of 
.1350 dwellings to ihe newly established Pcnwiih 
ilcitiaivig Association. Most of the housing staff 
previously employed by the Council became 
employees of the new housing, association. 

There were three mai n clcmenis to I he transfer 
agreement: 

■ tenants were promised that rents would be 
raised by no more than inflation plus 1% for 
five years 

■ there would be a major refurbishment 
programme over a period of five years 

■ I here would tie a programme to build WO new 
homes for rent over a period of five years. 

A surveyof tenant satisfaction and housing needs 
conducted In the run-up to l he hadsfer indicated that 
the main areas of dissatisfaction related to lack of 
heating InslallaHnns and revere condensation. 

Prior to the transfer, IVnwiEh IXJ had adapted an 
energy policy lhal set targets for I he improvcmeiU 
of the energy efficiency of the housing slock and 
for acceptable affordable warmth standards. 

Many of the elements of the Council's policy 
formed the basis for the energy policy' of the new 
housing association. The main difference was rhal 
the housing association had the resources to 
implement Ms proposals, 

I he transfer of stock and the refurbish men t 
program nip atl ndnl private finance from a 
consortium of financial Institutions headed by the 
Nat West Markets. The loan was split into three 
tranches; 

■ £30 million for purchare of the housing stock 

■ £ ] k minion for major repairs and interest costs 

■ £6 million for new development. 



This has enabled the new housing association to 
invest £4-1 million per year in the refurbishment of 
the housing stack (the Council' budget for 
refurbishment lac 1992/93 had been only £1,5 
million}, Most of this £4 5 million Is being spent on 
energy efficiency measures including: 

■ cavity wall insulation 

■ external wall Insulation 
* roof Insulation 

■ double glazing 

A new gas condensing hol lers. 

The inclusion of external Wall insula lion should be 
high lighted, as this is often considered to be a very 
expensive measure. It has been possible to Include 
this measure as the consortium sees this as 
significantly improving Ihe asset value uf what were 
previously shabby and unattractive properties. Hie 
refurbishment programme therefore Includes the 
external Insulation of tUOU solid-wall dwellings. 

The consortium generally puls a h igh priority on 
protecting Ihe asset value of the housing slock, which 
means that there is an emphasis on maintenance and 
improvement. The consortium engages u own 
surveyors to scrutinise tire management oi I he 
housing stock on an annual basis- 

Oppwtunlti&a *rnJ barriers 

With constraints on local authority spending II 
would have been impassible to implement the 
Council's energy policy fully without substantial 
rent increases. The transfer has enabled the policy 
to (w fully implemented with only inflation-linked 
increases in renls. 

The transfer has been a generally positive change 
for housing staff, as they are now able to operate 
in an adequately financed reglmc- 

The consortium of lenders paid E’Cnwith District 
Council £30 mil lion for the housing strjck, must ol 
which has been reinvested in new housing 
developments. 
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Helnfe Ihr lUnilcr ioukl go dhedd Tht condition 
til 20% u\ tht nock wat wiivtjtJ, primarily (or 
vdlualtim pin puses Hill look atmoil a year 
i« tivnipkic 



The aiKwtarmn melf hat a pcctgr amme to build 
A«l hr* Ivum All m* ilwcllJ ngi mint ttwet the 
rti i tii multi development 
itjfldaidi and moa men Ihr recommended 
rfhrtmcy dantUrd with NHRI caiing* of 9-S-I0- 

Tetufirt hnr often wafted until tturis penpatkn 
haw hem nrtuftadHd hrloer taki ng op the eight 
to buy 1 Tim hat tmilinl in a km of improved 
dwrlUnfi if inn the Imuilng stuck 

iXirmpt ptxpjratmm lut ihe transfer, It wiu 
decided Hi ,11 hcimei without central heating wtmhi 
lint netil leiiiral lunHing became of thcmUd 
climair lit Li ha* uihvn pjeutly been seen as an 
mw and It hat inulled In tenant* being diked to 



accept a nuftilnal rent increase if they waul 
etfilwl healing 

the fduihtdmwiit jin igumme b weU advanced and 
hai hern ratmded to eight '■'cars. Threr hundred new 
poifwniri have teen buds tv *jt under «jn*Uwtitm 




at nma pjtdetmn enmedby the ttxteng 
silt mtrirl Itinr CiTm u> el itntv md 



thMiinikt upwt then furuir urenmetn pUm Other 
than Ihiv dir Ifinsin has had WV positive tiUKnmn 



up tii goud energy rifcfcnry u 



Caniaoi 

Itamrilli I turning Atwdailufl Ltd , 

A7 Mortal* Hnad. Pltuaiwr, Cornwall TRIft ZQT 
TWi 017,16 MI7W 
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14.1 SUMMARIES OF KEY LEGISLATION - 
LOCAL AUTHORITY HOUSING 

Rcferen cus to statutory provisions art? to the 
provision* as amended and in force from I he 
1st February 199H. This chapter provides a 
summary only and readers should refer lo the full 
text of the statutory provisions for mote detail. 

The powers Available to local authorities to 
improve energy efficiency within their own 
housing stock and amongst their own tenants are 
Separate from I heir powers Let relation to registered 
social landlords and other social housing 
landlords. They are therefore dealt with separately. 

14.1.1 Controls on using private Finance fur 
capital expenditure and the private finance 
initiative [PFft 

The LOC*! Authorities (Capital Ktnannri Regulations 
1997 i Statutory Inslrumenl Number 3191 regulate 
the ability of local author! lies ten raise private 
finance lor capital expenditure. Ri-ferenm to sections 
ate to the Local Government And Housing Act 1999. 

14. 1. la The jorwrnl rules 

Ftpcriri I litre for capital purposes (section 40} 

Hi e definition Include*: 

■ works to dwellings which subslant hilly increase 
their useful life, their v*luc or the extent to 
which they can or will be used 

■ the acquisition, installation or replacement of 
movable or immovable plant, machinery and 
apparatus 

■ any payments or financial assistance, eg grants 
provided to any person of organisation lor the 
purposes described In the last two bullet points 

m any Investment in shares in any company 
or oilier body or the loan of any money to 
such a body. 

('an train an saun rs of finance for capital 
expenditure (nertlom 41 find 42} 

All expenditure must he borne by a revenue 
account in the Financial year when it is incurred 
unless it Is paid lor from: 

■ a capital grant, eg From central govcmmeril 

■ borrowing or a credit arrangement using 
cover credit 



■ useable capital receipts (te money raised from 
sate of assets i. 

Credit arrangements (section 4Hf 

A credit arrangement is defined to include: 

■ any lease of goods or land to a local authority 

■ any other arrangement lor the provision of 
land, goods, services Or other benc-fil.* to Ihe local 
authority where at the end of any financial 
year the payments or other consideration still 
to lx- paid or provided hy the local authority 
exceeds the amount of benefits the local 
authority had received under the arrangement 
at the beginning of that financial year. Lit other 
words, an arrangemeni where the local 
authority pays later for benefits received now. 

There an? some arrangements which are erarp tteriis and 
do not count as credit a^ngpmmti. The important 
relevant excfpi h «i is operating lease* I regufal km 20), 
These are teases of machinery, apparatus and similar 
assets where the residual value taf Ihe asset on 
termination of the lease b not less Hum 1(H| of Its value 
at Ihe commencement. The tease or arrangement 
must not provide for the transfer erf the met (or any 
amount equivalent to its value! to the authority nr for 
the renewal of Ihe lease at less than a market mu. 

Where an arrangement h a credit arrangemcn, the 
local authorities defer p.ivmuiis until later years. 
Nevertheless, the capllal Finance rules require that 
In the year the arrangement i$ made, the local 
authority must use a prescribed form ula lo work 
Out the current value of all the payments that will 
become due in later years l the initial costi. They 
mud accounl for all of this in the year the 
arrangement h made, either using capllal receipts, 
revenue br some unused credit U-tiHA, 1989 iSO). 

14, f. ffi Tfnt Arivafo Finance Initiative 

The rules an private finance transactions arc 
conlalned in Ihe 1997 regulations as amended, The 
rules wotIe hy providing thal local authorities do nol 
need credit cover for credit arrangements that fulfil 
certain, conditions. This enables local authorities ia 
enter into these arrange men es without using up their 
capital resources, In addition, where then? are 
additional revenue oosls arising from f'F I schemes. 
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loc al auihntliks can apply tor additional revenue 
sulnldy in stune cnrv 

J-itt a full cxplnna hi m, traders should refer to the 
revised edition uf The Private Finance Initiative and 
Iik jI am hnrities - in ex ptoiutnry mile' The 
imptkiatkNii *<i rlk- amended rcxubtkHU ire is followy 

A private ftnanev tnrtvkiKio cm be tor 

■ the ptoYilliUl nr nuklnj; available of l house of 
other dwelling as long * t the house or dwelling 
dors not com* within the ItRA. or 

■ the c aftytng our id inv works on HRA land as 
long av the works do nol amount to lire 
const met inn cd * dwelling. Surh works might 
ihrnrioie Include the provision ut 2 new 
healing and lighting system tar HRA dwellings, 
Including the amsi ruction of 1 boiler house 
on HRA land 

However, with regard lo private finance transactions 
tor the carryliiK oul of works on HRA Urnl the DFTK 
has at present agreed lo provide revenue support, on 
a pttcn tank , tot only twxi ironuciaHU Invoking, the 
Installation a* a new healing system for HRA 
chssHIIngv The PfTR's rurrenl policy k rtf* to mate 
I’M credits available for private finance tnmactJnns 
for other works on HRA laud. 

There are four lypes erf PF1 schemes, three of which 
require th*l Ihe iransaction lath within the 
definition of a private finance tttmKtim 

General design, bNlJfJ. flnunrr iwnrt opcrttle 
Xfhrmt (njuiatUm 40) 

The rules applicable lo these schemes do not apply 
to Ihe provision df HRA dwellings. They can apply 
to hnrsteh lot homeless people or people housed by 
a social services authority, ind dwellings far 
employees (schedule 1 i. This tend of scheme is a 
credit anangemmt hueatowi where there is no 
initial ant. thus avoiding the need for credll cover. 

To (all wilhln Ihh scheme, the led lowing 
miidii urns must be fulfilled. 

■ The Iranuctkin must be a Private finance 
Tranutiton, as defined, 

• The iramartion must pass ihe 'contract 



structure test’. Essentially, this tat require* 

Hi .11 1 hr minimum amount payable by ihe 
liK.il aulharily for the renrica without ihere 
being A breach of contract by the contractor 
does not exceed Sirtb of what would have been 
the LnllJal cost of the credit arrangement If 
credit cover had been required, Thin test is 
designed to ensure lint Hie private contractor 
rakes a signilkanl element cd the risk of low 
usage of poor pexf ormance 

fribf fi hiilfjflnf t cpilii CHiffll ichrmr 

{nyuiiififlii 4t> 

The inks applicable 10 these schemes do not apply 
lo HRA dwellings hui on apply to hostels for 
huniekss peopk or people housed by a social 
servlet* authority and dwellings for employers 
(schedule 1), This kind uf scheme is a credll 
arrange man where (he In Dial cost Is reduced to 
luillnnally re flee I the savings on running oats 
from replacing an nld IreUdUig with a new one. 

The building must have a rarmpondlng purpose 
to the okl one. I he reduction in the credit cover 
required is Ihe higher of Kwt of ibe tnitlai cost of 
the credit arrangement or a deduction based on 
the average annual expenditure cm the same 
lcrvtcrs as the omirafto* Is now providing spent 
on the okl building gvtt five year* 

To fall wlihin this scheme, the fokkwving 
condition* must be fulfilled, 

■ Ihe iramaetlon must he a private finance 
tnnuctltm. 

■ \ building must be replaced with another 
building I ha I serves a Curtapondl ng purpose 
schedule IK 

■ The r mitrai tor must at least maintain, repair 
and operate the healing system of the 
building. Including providing fuel. 

U#F« bulMJrtg sehewe 

(frpifafJon 42) 

The rules applicable to these schemes do not apply to 
HRA dwellings ot Assets but can ajipty 10 ttentek for 
homeks s people nr people housed by a social wrVkrt 
aui horny, and dwellings tot eniployves 1 schedule IK 
This kind nf scheme k a credit ananjnnmi where 
the initial clmI is reduced by JOhfe. 
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To tall within this sclifiiif, the following 
conditions must he fulfilled, 

■ The transaction must be a private finance 

transaction. 

■ The contractor must at least maintain, repair 
and opera! c the healing system of ihe 
building including providing fuel. 

■ A new building must be provided. 

I hiulpment replacement scheme 
(regulations 43-tSJ 

The rules applicable lO these schemes an apply to 
HRA dwellings or assets. A credit arrangement arises If 
the contractor recovers the value nf the improvement 
or replacement from the authority over an extended 
period. The credit cover is reduced by reference to the 
locals authority's average annual cxpcndlluie on 
operating. maintaining, arid repairing the old system 
over five years. 

To tall within this scheme, the following condition 
must he fulfilled, 

■ The local authority must have let a contract for 
the repair or maintenance of a heating and/or 
lighting system which they previously 
managed them reives and the contractor 
improves or replaces the system. 

There is no need for the transaction to he a private 
finance transact Lon. 

14.1.2 Control* on rovonue subsidies 
14.1,2s The Housing Rovenuc Account 

Under seel Inn 74 of the Local fkivemmeru and 
Housing Act 198$, housing authorities are required 
lo keep an HRA, All income and expenditure 
relati ng to housing held under Ran II of the 
Housing Act 198.1 must be credited and debited Eo 
lhal account and there are rules preventing the 
account being subsidised Ennitt the local authority's 
general funds, Under section 76 of ihe Ad; the 
authority has a duty to budget to ensure that the 
HRA accounl does not have a debit balance at I be 
end of any year, 

T 4. 1.26 HRA Subsidy 

The two primary sources of income for the HRA 
are rents and HRA subsidy. Each year In about 



December. Ihe guvemmerd issues a deEerrn million 
(called Ihe Housing Revenue Account Subsidy 
Determinations wiling out the rules under which 
the HRA subsidy will be calculated for the year 
beginning the following April. 

An Important pari of die total subsidy payable to a 
local authority is paid lo reimburse land authorities 
for ihe rent rebates awjtdnJ Eo then tenants under 
Ihe funning henefll scheme. The way In which this 
part of ihe subsidy is calculated, means that Incal 
authorities which Increase rents alter improvements 
may not always be fully reimbursed for any extra rent 
rebate they have to provide to tenants eligible for 
housing benefit because of the rent increases (see below). 

If they are not reimbursed because subsidy is 
restricted, then to balance the HRA the authority 
has to find offsetting savings and/or additional 
income from elsewhere- In practice, ihr only extra 
Income they can obtain Is usually from tenants not 
eligible for housing benefit and rents may have to 
rise substantially. 

In practice. Improvements funded by rent increases 
may lie viable only if additional £ love rumen I 
subsidy is available for the higher renr charged to 
tenants cm housing benefit,. 

14, 1^2c Effect an HRA subsidy when rent to 

barweed 

Restrictions are placed on the amount of subsidy 
which tt local authority may receive when it 
increases its runt. 

Rail rebate subsidy limitation 

The 1998-99 HRA subsidy determination places an 
absolute limit on ihe amount o( subsidy available for 
reni rebates based on a guideline weekly rent set for 
Ihe authority. Any local authority I hat has an average 
rent at or above I hat limit. Wilt tint obtain increased 
subsidy If It increases rent following improvements, 

Modular improvements 

These am schemes whereby tenants may choose 
extra or enhanced services, facilities nr rights in 
return Ecu an increase in reni or service charges. The 
rule applies where tenants In receipt of rent rebates: 
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■ choose to be provided with any modular 
improvement* offered liiilIit nitrh a scheme 

■ choose to provide such modular improvements 
themselves whether or not in mum for an 
award or grant from the authority 

1 are provided with modular impruvtinrniii. on 
which they would have had a choice were ihcy 
not in receipt ol rent rebates. 

Subsidy is not paid on the part of the rebate llral is 
attributable to the cost ol the modular 
improvements. Ikri authorities are exempted liom 
the rule LI all ol the following apply; 

• l he scheme was made available with the sole 
purpose either of Improving the physical 
condition of I he dwellings and/or of meeting 
the needs of tenants 

■ tenant* are eligible to choose the sendees, 
facilities and rights irrespective of whether 
Lhuy are In receipt of rent rebates 

■ the authority does not have, and has not had 
In the two years prior to I he current subsidy 
year, regard tg the housing benefit status of 
IviidiiU in kiting dwellings where modular 
improvements are then offered 

• I he additional payments made in the authority 
in return tor the services, facilities and rights 
are reasonable. 

rent JmrftfWl 

The rule is intended to prevent local authorities 
from loading rent ilr service charge Increases onto 
tenants In receipt of rent rebates in the knowledge 
that the costs wiil be mel by subsidy. Subsidy is 
reduced If tenants in receipt id retries are suhfect 
to higher charges chan non 'rebate tenants Subsidy 
Is nol reduced II all ul the lol towing apply. 

9 In its renl setting policies and practice* the 
authority has set rents for the relevant financial 
war solely accoidlog ro the type, condition , class 
or description of the dwellings and according lo Ihe 
services, facilities or rights provided to the tenant. 

■ In its rent setting policies and practices lor the 
relevant financial year the authority Iras made 
reasonable charges, having regard m the type, 
condition, ciass- or description Of the dwellings 
and any services, facilities or rights provided to 
the tenant. 



S In its rent setting policies and practices ihe 
authority docs not have regard to whether or 
not d tenant is, in may become, eligible to 
receive rebates. 

9 In its letting policies and practices Ihe authority 
has not had In the two yean prior to the rekrranl 
financial year, and does nol have in the relevant 
financial year, regard 10 whether or riot a tenant 
Is, or may become, eligible 10 receive rebates. 

14.1.3 Rent rotting 

Provided It can avoid a debit balance on Ihe HRA 
and has allowed for the effect on subsidy, a local 
authority can make whatever reasonable charges it 
considers appropriate for its housing {Housing Act 
198S i24). If must review rents from time to lime 
and should have regard, lo the principle Lhal Ihe 
rent of its homes of particular classes should beat 
broadly the same proportion to each other as 
private-rented dwellings of lire same classes. 

Iraral authorities may Increase rents under any 
express provisions in their tenancy agreements or 
by four weeks notice in writing under suiule 
I Housing Act 19R5 ss 1 02 and IU3J, 

14.1.4 Lea alng equipmenl 

The financial controls on the leasing of equipment 
and the exception for operating leases and private 
finance transactions have already Lwn dealt wtlh 
(sec above}. 

Where equipment Is fitted Info a building In such 
a way as lo become a fixture, It may Ire considered 
part of the building. This has two consequences, 

firstly, 1 he contractor that Is providing die 
equipment van riot tfalni writing down allowance* 
against corporation tax because the equipment no 
longer belongs to the con tractor {Capital Allowances 
Act 1990*24 and MdJuLsh (Inspector of Taxes! v HMI 
(Na3) and others 1 1995] 1 WLR 630}. This may be a 
mafor disadvantage to the con tractor who Is likely to 
seek increased payments horn the focal authority' to 
compensate for the inability to reduce the tax liability. 

Secondly, If the equipment Is deemed 10 belong to 
the local authority, there Is some doubt about 
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whether the exception to the definition of a credit 
arrangement that applies to operating leases can 
apply. It is a requirement of an operating lease that 
the asset does not pass into the local authority's 
ownership. Local authorities should check the 
position with l heir own auditors if In any doubt. 

14,1 ,6- Grants to tenants 

Local authority tenants are eligible fordisahled 
faculties grants under the Housing Grants, 
Construction and degeneration Act 199ti. 1(1 Some 
cases, grants are mandatory. These grants are not 
specifically available for energy efficiency 
measure* but a focal authority can set its own 
priorities for grant applications. The works that ate 
eligible for the grants are set out in the statute. 

Giants to tenants are means tested under a statutory 
means tmHiiti). 

Disabled facilities grants are available to provide 
facilities for a disabled person living In a dwelling 
The categories of works that are eligible for the 
grants are set out In scrtlan 23 of the Act. They 
Include works required; 

f to i m prove a beat big system to meet the needs 
of a disabled occupant 

■ la provide a heating system if there Is none 

■ lo replace a heating system If I he existing one 
Is unsuitable. 

14.1.6 Loan* foe local authorities tenants 
T4. f.fia Direct loans by the local authority 

local authorities have no specific powers iu lend 
money id theLr own tenants. Under section 21 of the 
Housing Act 1985 they haw general powers relating 
[O I be management, regulation or CUItlTol of I heir 
bousing, Under sect loin 1 1 1 of the Loot] Government 
Act 1972 local authorities him- powers in do 
anything that Is calculated to facilitate, nr is 
conducive or incidental to the discharge of its 
functions. Il K unlikely that either of these powers 
would authorise direct loans to tenants. 

f 4. i.Sb Powers ro channel grants or loans 
through Other organisations (Local Government 
and Housing Act s 169) 

Section 169 authorises local authorities to give 
financial assistance to registered social landlords. 



charities and oilier bodies approved by the Secretary 
of Stale to enable them to provide any services to 
occupiers. This provision is sufficiently widely 
worded to enable local authorities lo provide funds to 
these organisations which they will me to provide 
grams or loans to the authority's tenants. These 
giants and loans could nut be nude available for gas 
and electrical appliances apart from heating 
appliances that are fixed in the dwelling. 

The local authority must lake account of the 
extent to which the organisation wU3 charge the 
public for Its services, and any other sources of 
finance available to the organisation. 

f-f. 1 . Sc Olher poMrft.nl to channel grants and 
toon* through other organisation* (Local 
Government 4cf 1372 i f37> 

Seel Luo 137 of the Local Government Act 1972 
enables a local authority to Incur expenditure on any 
activity that Is not otherwise autliorised Sf It It of the 
opinion that it is in the interests of, and will bring 
ifirecl benefit to lb am, nr any part of il or all m 
wmc oE Lb inhabitants, the power cannot be 
used for any purposes authorised nr required to he 
made by any other statutory provision. There aie 
specific powers to give grants to voluntary 
organisations, litis power could lie used for the 
voluntary' organisation to provide loans in local 
authority tenants provided that organisation was not 
a body that could be funded under section 169 (see 
Section 14.1 .6b>, eg a credit union. TllcIC is a 
financial limit on the amount that can be spent 
under tim prtiViston each year based on the 
population of the authority's aiea. 

T4. f,6d Publicising loony available far tenants 
from the private sector 

There h no specific power authorising local 
authorities to use publicity measures to encourage 
tenants m take up loans from the private sector. 

Housing authorities that are also unitary 
authorities, and therefore have responsibilities as 
weights arid measures authorities, may make, or 
assist In making arrangements to provide advice ta 
ur for the benefit of consumers of goods a ml 
services hi their area and this could include the 
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availability of law-cost loans Tar energy efficiency 
measures.! Weights and Measures Act L985 369). 

T4.1.6* rio-sfn'cWon-s on providing personal 
data to tender* 

The I>ala Protection Acl 19fH regulates the 
ihM'lMutL' mI personal data held un computer. 

Local juthcirilln Inimding to provide any |milldl 
data to lender* should ensure that; 

■ they have registered the provider as a perron 
who may receive data Irom them 

■ they have registered the use to which the 
data will be put to. include identifying 
potential customers for loans or energy 
efficiency meosu res 

• tenants are informed that personal data may- 
be transferred and given an option not to have 
data passed 

9 any Information passed Id a provider Ls updo- 
date and is then updated regularly. 

f4.1.6r Restrictions on providing advice on 
credit Srrflrtscrrwnts 

The Consumer Credit Acl 1974 requites that most 
organisations that are ctedil broking fie selling up 
credit arrangements for others) must be licensed 
under the Ad , Ix»cj] authorities are exempt from 
registration (s*2l and 147). 

14. T. Bg Control* over goods, advertisements 
and descriptions 

Where an organisation provides or advertises goods 
tie services for sale, those advert* are covered by 
Ihtlhde Descriptions Act I9d8 and Consumer 
I'rotectlon Act I9B7. l\ |s an offence In give a false 
trade description lo goods or make false or 
misleading statements as to services. El is an 
offence to give a misleading indication as to price, 
eg the availability of discounts. Authorities must 
therefore ensure that any information provided is 
accurate and nol misleading. 

14.1.7 Bulk discount* For tenant* 

14L f,7a Direct .safes by Ih» local authority 

Under section 10 of the Housing Act 1985. a local 
authority may fit out any dwelling provided by 
I hem with furniture, fittings and conveniences. 
They may then sell or supply under hire purcliase 



or on conditional sale agreement, furniture 
provided to the occupants and may buy furniture 
for that putpose- 

Thls provision therefore enables a local authority to 
acquire energy nefSefem appliances by bulk purchase 
and resell them nr provide them on hire purchase. 

14.1.7b Publicising bulk discount* available 
from the private sector 

Thu same provisions apply as lo publicising loans 
I see paragraphs 14.1 .6d r e and f>. 

In addition, where goods are provided, it ts an nlfencr 
lo supply goods which do nol comply with any safely 
requirements (Consumer Protection Ad 198?ll0l. 

14,1.8 Local authorities irwetvoromit In companies 
14. f.8a Power* to participate fn companies 

There are no spectllc powers authorising local 
authorities to establish or support or participate in 
a company established to provide services io its 
tenants, eg an KSCO. 

General motuixcmcnt powers 

Where a company is established which provides 
Services to the local authority, eg energy efficiency 
Improve me rib, the general management and 
ancillary powers referred to In paragraph L4.1,6a 
may provide authority for local authority 
part iiipal inn. 

IVimn to pronto tr economic development 

tinder section M at die Local Government and 
Housing Act 1989 local authorities have pmvers to 
promote economic development. This includes 
powers to participate In and the provision of 
financial and other assistance ton 
9 the selling up of any commercial. Industrial or 
public undertaking in the authority's area or 
expansion which will increase employment 
opportunities in the area 

■ the creation dr protection of opportunities for 
employment In its area. 

lire local authority may take shares In I he 
undertaking alone or |olnlly with othen, 
eg in a |olnl venture company. There are some 
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restrictions on the types of activities in which 
local authorities may became involved i Local 
t iovcm mVnt {Promotion of licoiluiiliL 
Development) Peculations 1990 51 763 as 
amended I. ttekvmt restrictions provide that the 
local authority cannot use this provision In 
authorise the following achvlltes by I he authority: 

■ purchase of goods for resale or hiring 

■ sak' or hiring of gfmxls as agent lor another person 
* acquisition of services for supply in others 

I su pplv of services as agent of iinui tier |htwjii . 

This does out prevent a local authority participating 
In a company i hal carries out these activities, eg a 
company set up to obtain bulk purchase tlLscoun tv 

The pfrtmt available u ruler section !I3. supplemented 
by tile ancillary powers In the Local Government Act 
1972 sill (ice paragraph 14. Lfcri provide 
considerable scope for pan Lc| pat Ion In companies. 

14, T.Sb Coni rob on pordclpatinn in compvniat 

The lineal Government and Bousing Act 1989 
controls local authorities' intercut hi some 
companies and industrial and provident societies 
teg housing assoc la I Inns t. The test below applies to 
bath types of n rgamu i i on unless otherwise stated. 
In this Report, the main Interest L* local authority 
involvement in unregulated companies, it Is 
therefore important to undenland the types of 
companies that ale subject to regulation. 

I'fiityiJffllfd fanrpiiHlM 

the Local Government and Housing Act 19B9 and 
i he 1995 Companies Older do nut effect any 
coin pin les other than ihose described below. The 
financial Eramart kins of companies unolfrclcd ate 
therefore entirely separate fmm those of the local 
authority and any borrowing Is outside Lhe Capital 
controls on local authorities. In particular, the 
controls eta not affect many companies which arc 
local authority influenced hui which do nm mot* the 
additional test, eg of dominant influence. These 
companies are often referred to as private sector 
Influenced companlw- Many jobil venture 
companies ale set up Os private sector Influenced 
companies hut the focal authority must still have 
power to pan id pale In such companies. 



ffrpdataf t omparth\ 

Only some companies ate regulated under Lite Act. 
GktjJ authorities must use any influence or control 
they have to ensure that tegulaied companies comply 
With Certain requirements contained In regulation', 
4-18 af the local Authorities Cnm|Nmies Order 1995 
St 849. Significant requirements are: 

■ a regulated company must provide financial 
informal Ion to the local authority's auditors 

■ a regulated company must reply to requests for 
inlurinaiion about their work from individual 
councillors of I he local authority i subject to 
normal rules of confi derri u Illy). 

However, the most important effect lor the 
local aulhorily is that capital transactions of a 
regulated company, Including borrowing by the 
company, are effectively treated as if they Were 
done by the authority. 

there ate IWti types of regulated Company. The first 
Is a toil trolled Company. Hie second is a regiilaled 
local authority influenced company (aha 
sometimes known as a public sector Influenced 
company]. The category a company may fall into 
is measured each financial year. 

( aulrallnt roiirpanif t ( \6H) 

This Is a company which Is either directly or 111 tough 
ol her companies, under I lie Ideal authority's corilrol. 

■ The local aulhority tan control the ma|ortty of 
votes at a general meeting. 

■ The focal authority can appoint or remove the 
majority of the board of directors. 

■ The company h treated under company law 
as being a subsidiary of the local authority. 
Where more than one local authority b 
Involved In a company, their Interests are 
looked at cumulatively. 

Rfgiihttfd hHttl nwtlinrity litflutwU ftl 
tnmpnnic\ (\ 69 ) 

A company is considered to he 'local au t hot Liy 
Influenced' If It has a 'business i da 1 1 unship' with 
the local authority (see below! and; 
m at least 20*8- of Its committee or board of directors 
are peojile associated with the local authority: or 

■ at least 20% or the voting rights at a hoard or 
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cwmmittre meeting are people associated with 
the Jocal authority: nr 

■ at lea si 20rXi or itht- voting rights of all members 
uniitled to vote at a general meeting arc people 
who ate jiMKijtL'iJ with Lhr fiscal authority. 

A person is associated with the local authority 

If lie or she! 

■ h or has been a local authority counclllm 
Wl I til It I lie paal tour years 

■ is currently an employee of the local authority 
M is currently .ill employee nr director of a local 

authority enm rolled company- 

A company has a 'business tvlatiujiihip' with the 
local authority where! here are financial transact ions 
between the two, and Includes organisations 

■ which, within u period of 12 months, have 
more than hall of I heir turnover associated 
with the local authority or a local authority 
controlled company: or 

• where mote than half of their turnover Is 
derived tram assets whbch originated from lhe 
local authority or a local julbortly coni rolled 
company: or 

■ where the total of grants lor capital purposes 
made to the company and the value of shares 
held hy the local authority and loans made 
exceeds one half of the company's assets 

• which occupy land provided by the local 
authority provided at less than the market rent 

■ the company intends to enter Into a transaction 
and, when It does, there will be a business 
rrlaiionihlp- Not all local authority Influenced 
companies are regulated, A local authority 
influenced company is regulated only it it also 
meets I tie following additional conditions: 

- it Is an industrial and provident society; pt 

- li an unlimited company- or 

- It Is a company and the local authority 
would be trealcd as exercising a dominant 
influence over the company under company 
law or would have to prepare group accounts 
(Local Authorities Companies Order 1995 

SI regulation 

Dominant influence essentially means the local 
authority must be able lo ensure that Its wishes are 



complied with In relation lo the operating and 
financial policies of the organisation regardless of 
whether these wishes are for the benefit of the 
organisation and its users. It is the potential for 
exerting Influence that matters arid not how such 
power is exercised. 

Ypri JnI rules for tamptnrfn fmnJvr J uflli 
trtvrr than arir for rtf atffeartty fi?3) 

Where more than one local authority participates 
in a Company: 

■ rhe test of whether a business relationship 
exists mfolres looking at the total 
contributions made hy the local authorities to 
Lhe OTgariisal Ion's activities 

V the proportion of membership or caminlllee 
membership lest Is then sallslled If It is met hy 
taking into account Lhe total representation of 
all Hie authorities whose cnnirihutions are 
taken into account when meeting the business 
relationship text. 

If those two tests are wills I ltd then an industrial 
and provident soctety is treated as hying under 
the influence of any local authority that has a 
right to vole at Sts general meeting or where there 
is a person associated with the authority who 
is a eomralrtw member, in the case of a 
company limited by guarantee, the company 
must also be under the dominant influence of a 
local authority. 

i a. f.fe ft p worn to prouitfe swvIch Co compiuMna 

(Local Authority* {Goods and Sonde**) Act 1970 

I Ills Act authorises a local authority IO enter Into 
an agreement whb a public body for. 

• the supply of goods and materials 

■ lhe provision of administrative, professional or 
technical services 

P rhe use nf apparatus or equipment 

■ I he carrying out of maintenance on any land for 
which the public body is responsible tsl >. 

A company such os an ESCO or joint venture 
company will nut automatically qualify as a 
public body bul it is possible to apply to the 
DETK for the company lo be added to the list of 
organisations considered to he public bodies. 
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14.1.9 Supplying heat and •fecfr iptty (Local 
Government MIscDllamwuf Pnvimkm* Act 
1976*11} 

This Act gives authorities powers iro: 

■ produce heat or electricity or both 
P establish and operatr such generating stations 
ami other Installations as the authority thinks 
fit for the purpose* of producing heal nr 
electricity « both 
P buy or otherwise acquire heat 
P use. sell m otherwise dispose of heat produced or 
acquired Or elect rk’lly produced by the authority 
P enter Into agreements for the supply by the 
authority to premises inside or outside iu area 
of heat, steam, hot air and hot water. 

Hie power to sell elect rtclly is restricted to electricity 
produced in association with heat. 1 .oral authorities 
are subject to the licensing requirements of the 
Electricity Act 19S9 when they produce electricity, 

14.1.10 Providing training and employment 
opportunities (Local Oovommonl and Housing 
Act lOftO *30) 

The piwhitnn of section 33 enable local authorities 
io help establish and participate In initiatives to 
create vocational Raining and ernploymettl 
opportunities which may include or lx j targeted al 
also promoting energy efficiency measures In their 
own housing (see paragraph 14, 1 .Sal, 

14.2 SUM MAH* OF KEY LEGISLATION - 
REGISTERED SOCIAL LANDLORDS AND 
UNREGISTERED HOUSING ASSOCIATIONS AND 
THEIR TENANTS 

Hegistered vjcIaI landlords Include mail housing 
associations and may Include other organisations 
such as local housing companies. These organisations 
are registered with the I lousing t jjqxtfatkati ur Til 
Cymru as reghleretl social biulltinh iKSb), hi 
addition, there are other limiting associations that an? 
not registered . Reference? below In 'social landlords' 
includes bolh types of organisation unless oiherwlsc 
stated but dues not include auy statutory body, eg 
local authority, housing action trust, etc. 

Tlte Local Govemmenl (Contracts.) Act 1997 gives 
focal authorities Hew general powers la cunliact Pith 



any |xrncm or organisation for the provision of 
services equipment or assets. They must be provided 
for the purposes of, or in cunraxtiari with, the 
discharge of oneol the local aulhorilks' functions. 
This new general power will apply to many of 
the specific powers available id local authorities 
described below. 

144.1 Power* to require improvements to 
stock Owned by Muriel landlords 

Local authorities have a number of powers available 
lo them to require action to improve homing owned 
by social tondlortf? (and other private housing). These 
power? do nol specifically authorise authurtilcs to 
require improvement* in energy efficiency but can 
relate lo heating and thermal insulation. 

Dhrlllnp Unit urr unfit 

Amongst other reasons, a dwelling house may be 
unlit because it does not have adequate fact El ties for 
heating or because it is not free (mm dampness which 
Is prejudicial to health (see Housing Act 19&5 sAtWi. 

Under section 1»9 of tlie Housing Act HISS or section 
81 of the Housing Grants, CnnitTurTinn and 
Regeneration Act 1996, where a local authority Is 
satisfied. that a dwelling house ora house in multiple 
occupation 1HMO) Is unfit for human hahilallon it 
may senre a repair notice or a deferred action notice 
These sel nut the works the authority considers are 
required io make the property (It and can include 
improvements, eg to thermal msulaikm, heating 
systems, etc (see section 1B9|. 

Dwell lugs Umf tfrr prt-fmiltlt.it ti> health 

Under the Environmental Protection Act 1990 
section SO, a local aulhority may serve an 
abatement rtntlw when It IS satisfied that a 
statutory nuisance exists or is likely to occur or 
recur. The dell nil Ion of statutory nuisance Includes 
premises rii.u are prejudicial to health, eg Isecause 
of dampness caused by in adequate heating or lack 
of thermal Insulation fs?9L 

An abatement notice sets aut the Steps required to 
ensure I he premises are no longer prejudicial to 
health- This can include installation ol hearing and 
t hernial insulation. 
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14.2.2 Loam and grant* la n nance 

•rwniy •fftolanoy 

14.2.2a Powon ftp provide grants {Housing 
Grants, Corntnxftoi and ftayaneMOon Ac) T3MF 

Tturn? arr i number of ftmnii available to raiid 
Ijmtii it ih ami occupant* of their homing The 
award o| jIJ gratm ewepf certain disabled tacUtriei 
grants is discretionary None of the statutory 
provisions is specifically available for energy 
efficiency measure* but a k>c*l authority can set 
its own priorities for gram applications. the unb 
iliai are eligible lot renovation, HMO and disabled 
facilities grams ate set out in the statute. Grams in 
If run is are means Unlcti undet a viaiuiurv means 
led isdtJi, The local authority can use Its own 
criteria! m determine I he amounts pay-able to soda) 
landlords |s3tl, tenants are generally noi eligible 
for any grants except disabled faculties Kurils 
(s*9 and 221 

KrtiotutloH lirmifi f.iJ2l 

ftntnvalkm Krants arv provided for the Improvement 
nr repair nf dwellings the categories of Works that are 
eligible for the pants ate set out Id section 12 of the 
Act, They tiMludr works nijulml 
B to make a dwelling fil lot human 
habitation 

B to provide adequate theno*! insulation 
B In pros iih? adequate space healing, 

miO xrtirtti (l2?) 

These are provided M sfmllat fHtfpCno m renovation 
grants, bul tdi I IMt H ralher than single dwellings. 



tJhiihitit fat itttie.h .yniufs (r-J) 

See paragraph 14.1 .5. 




authority tin choose which worts tt wishes to ItamL 
It could therefore deckle that a certain amount uf Its 
budget h mfftafcfe only for the installation of energy 
cfhstency measure*. Home Repair Assistance can be 
provided fn itw form of a gram m by the provision ol 
material* far carrying out repair*, improvements or 



aria ptal knit hi a dswliitiR Assistance tail he proviifad 
tinty In qualifying people 

71 w inMlimim ntfJthmtr iliat can be pmvltlcd Is 
[JUIXJ hut iwo applkaiinns can be made witldn a 
three-year period and could be made at Ihe same time 
(The CHuMed fardltlei Grants and Home Repair 
Assistance i Maximum Amounts) Order |9%f 

The rcdptem of die assistance must live in the 
dwelling as his or her only or main residence. 
However, if the materials «e to adapt a dwelling 
for an elder tv, disabled of infirm person, n tt only 
necessary that they an? propming to make ihe 
dwelling theii only nr main residence when It Is 
sh I utric The applicant may be a lenam of a social 
landlord A tenant mult have power to catty ovn 
Ihc work* (»77). 

Applkant* must lie receiving Income support, 

(j imly credit, housing benefit, council ta* bt-rt-ili, 
or dlubdlty living al lowancc. or the appheat km 
mint be fur the benefit of a person who is elderly, 
disabled, or infirm (s77|. 

f 4 J, Je Pb ot o m providst wc tired Joan* or to 
puamrifa* Awn* {Housing Act ***5 m43&-443l 

local au thortl Irs have powen to provide loam to 
enable social landlords to repair or Improve a 
home or id repay a preslnus. loan prosklrd for ihe 
purchase nr Improvement of a house- Such a loan 
can tie provlilwl lit addition to any other financial 
assistance that I he authority Jl providing (*43SH)), 

The loan mint be seemed by a mortgage on I he 
freehold or a leasehold interest exceeding 10 years 
and Interest must be charged tss 43*. 438 and 
schedule 1*3 but I here are provisions enabling the 
authority lo Obtain jppros.il Irotn the Secretary 
of Suit fw a scheme trial enables payments slue 
to he waived ut iniemt id be reduced rs44li 
Trie mart cannot be more than the value rrf 
the security 

The effect of ihe requirement that the loan must 
be secured, is trial Mm limn of loan h not available 
to lenanlt, 
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l4.2-2d Powmrm Its prpvMo ttnaoctoi Maistwre* 
for prtYMtwly tot houwina mcommoOPttao {Loaa i 
Act 1 flflfl *24} 

Loci! authorities have powers lu provide any 
povm with financial aidsUltcr lot lire isurposn 

erf* « In connection wuh tiw conmsioh. 
rehabilitation. tmprawmtni. iruininianir, or 
managetneni of any property which u intended 
to tv privately ki at housing ascofunmdat mn 
I'rivately Id atxMitH^UlKHi Ini ludrs 
x^oininodJtinn provided by vkU] Landlords 
hut does nfH include ascnnunodjlftin provided 
by the Incil authority or uthrr public tsodtev 
Local authorities an makr a gram « a I run ut 
provide a giu raider for a luun to tenants 
of landlords 

Use of the power Is sublet 1 to ihe Secretary ol 
Stated ton ten! is25). 

The Secretary rtf Slate 1l«t prwtn to iwtr inmaiti 
te a parikuUr caur, lo pankulai local auihurillei. 
to categories of caret or as general vnntenls 
applying to ill authorities. f omen I l ihj kl therefore 
tv given in princ iple lu a local authors tv to provide 
intimi Iree loans tor improvements In thr mrtg> 
etl bciency of a dwcllkng 

iknchl tumrm* haw httn luunl. I hr nr cutuntn 
relevant in rr>ngy ettltlencV author (sr 

■ local authorities to lend money lo registered 
sorial tiuidlofils (n cumicilinit with Use 
tarrying out ol rehabilitation, nr tmprnverrretii 
of housing. acramniodatlnEi 

■ local authorities to provide small amt um tv of 

financial or gfatuimu* berwfti mall 

landlords The imal titai cm he provided in a 
financial year Ls limited lo tlJS pc-r brad id 

I he population. Sin iuLimin,* 1 ran hr prosided 
In addition lo a housing gram 



f 4 JUW ftnwn tb frtCS/r maponrfiturw for purposes 
nol otfrenvtm* puthor tend fLoca! Qovrnmmont Act 
7973*1371 

Sty paragraph H | ,f* ml* power could be used in 
create a fund to provide lixm lu tenants of social 
landlord* 

rroviiqmg ■■ wi VY ■■■■CiffiCT gvTrnCVB ®nCi 

There ue a number of Ualolwy piwm tu Ihorfsing 
local authorities lo provtdr energy efficiency service* 
and materials to landlords and to tenants including 
local authority tnunm 

However, i here ore no specific statutory powers with 
regard: iu the provision ol energy efficiency advice, 
which may he a key factor used by I oca! authorities 
to encourage and promote energy efficiency In I bis 
sector. In partteular, lire Home Knergy Comervalion 
Act IWS provides lio specific piWrl To give such 
advkv None rise less, I here *rr a tminhri of powers 
availably that cm hr used Hr authorise lire prcMtksn 
of energy advice service* 




Local imhtviiin htw pwn lo puvhlr 



professional, technical, and aftmlnisirariw services 
fot ownen «t ocrupfen «f dwellings In conned tern 
with their arranging or carrying (ml terrain works. 
The owner can Include a social landlord. 

The service* da nut haw to hr reslrlctcd lo uwners .ind 
ocmpjerv him are Urwiulnltv rllglble lor grams nof to 
ihore who have applied fur grants, The authority can 
also provide services to enensuage nr fat dilate the 
earning ™i of the wruhv 

The works that sjuablv ate as IcUlows 



diamitoiri benefit would include the proviskm of 
rtutnuh at levs than the cml 

T 42.2* Pom/orm to c non not pants or bam 
riwostgri alter etnmiutiwii fLocm Oarernnwtt 
and Havana Act I B£» a t MJ 

See paragraph H-T6b, 



Iforki (a Hiakf ** dwetfirqr fit for fsirnsifn 
halt flu rlnn 

Amongst other ransom, a dwelling may be UA 
beuuve It dors not haw adequate I aclhtlrv fur 
heating ut because it is not free from dampness 
which Is prcpidktal to health free llmivlng An 19&5 
i«Ml- Vvbrkx to malar a dwelling lit may ihcrclore 
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Include adequate hearing, They may Include 
healing and Insulation if dampness iv caused by 
Inadequate Insula t km. 

ItWkv that would qualify for rJ iHuihlrtl 
facilities grant 

These works are defined m the Housing Li rants. 
Cjonitiunlen and Regeneration Ail 1996 section 33. 
They include works to improve a hearing system ro 
meet I he needs of a disabled person or providing a 
healing system If there Is not already one, or If it Is 
unsuitable. 

Hurts that would qualify for a renam that 
or HMO grant 

These works are defined In ihe Housing G rants, 
Construction and Kegeneratioci Act 1996 ss12 and 27. 
They include works to provide adequate thermal 
insulation or adequate facilities for space heating, 

Works in relation to Itaiue Repair Axxlxtamt 

These works are defined in Ihe Housing Grants, 
Construction and Regeneration Act 1996 section 76, 
as any works or repair, improvement or adaptation. 

t he local authority must decide whether ti wishes 
to charge for the services and must lake reasonable 
measures to collect any contributions due. 

H.2,3b Powers to fund mv/ut fc owner* and 
occupiers by attar organisdOoiTS (Local 
Government and Housing Act T589 Jf59| 

See paragraph 14,1,61?, 

M.2,5c Powers to Incur erptmditiirr, tor 
purposes oof Otttertvise authorised (local 
Government Act 1972 *13?) 

See paragraph 14- 1.6c, 

142,3d Poorer* to support housing 

associations and registered s octal landlord* 
financially (Housing Association* Act 1&B5 sM 
and Housing Act 1996 *22) 

These provisions authorise local authorities to 
provide financial assistance for any services that 
are within the oh|<rcls of the organisation A local 
authority can also promote the setting op of a 
new organisation. 



Unregistered housing assnciatjqns are non-profit 
making bodies where I lie principal objects include 
providing, improving or managing housing. 

I Housing Associations Ad 1985 si), A local 
authority can subscribe for loan or share capital or 
lend money to these housing associations hut 
cannot make a grant. 

lineal aulhorllles can provide loans or grants to 
registered social landlords or guarantee loans 
obtained by them. 

14.2.3c Power* to provide consumer advice 
(Weights and Measures Act 1935 *59) 

See paragraph 14,t-6d. 

14,2.3t Restrictions on providing advice 

The Consumer Credit Act 1974 requires thai most 
organisations which are credit broking tie setting 
up credit arrangements for others) must hi- licensed 
under the Act. Local authorities are exempt from 
registration Us2t and 147). 

I4.2.3g Power* to provide Home Repair 
Assla ftince in the form of materiel* (Housing 

Grants, Construction end Regeneration Act 
1999 STB) 

See paragraph 14.2.3b. Home Repair A-sststance can also 
be provided In the Torm o( the provision of materials 

1 4,2,3h Power* to *ell or supply furniture 
under him purchase re occupant* of housing 
provided by registered s octal landlord* 

(Housing Act 1996 * 22) 

This provision enables load authorities to sell or 
supply furniture on hire purchase to occupants of 
housing provided by KSIs. t-urnllure can include 
gas and electrical appliances. 

14,2.31 Power* to carry out worts fc private 
housing (Housing Grants, Construction and 
Regeneration Act t996 *37) 

This provision authorises local authorities to carry 
out any works tliai would be eligible for a housing 
grant and any further works that it Is necessary Q f 
desirable to cany out at the same time If they have 
the permission of the social landlord. The works 
must be paid for by Ihe landtotd. 
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14,3.3i Pammrm to ptauidtt **/vfe«* to 
regiaterarf wactai tamttontw ft tmmt Aufftorflital 
fGooife and Sdrvlcflij Act 1970 

Ve paragraph J 4,1. Sc, An JLSI It a public liody for 
ttiir>c purposes (Tilt Local AiilMmkllri tCioods and 
Scrvfc«i (PuWk Godknj Order 1975 £| 19M- 

1 * 2 - 3* Conftvtt dw gooA. artmrftoMteirta 
jpnd description* 

Where local authorities provide or adtt-rtH* food* 
«r xntas for uJe, those *hTm are towed by 
the Trade Desotpfkim Act 19*8 and * omtnner 

PrcimiKTi ATI It ii Ail (UTerur ip give a tape 

trade description to good* or make lalvr or 
misleading statements as to wmin. It 1 a an 
a fir nee in give a misleading Imllttlkm as Id ptke t 
eg the avaitjinlii y of dmmmis 

f 4.2.4 Supplying host And electricity floor! 
Coiwrnmenr fMfrceffwwous PfOvimion* Ad 
1970 milt 

See paragraph 14.1,9 



5 JC Ornui/Jimi * — J — J -—.-4 - i mi , ,,, - ■■ ■ 

* NLdL. 3 rrvrniMTp rflllWIf «rPQ If /TipPDJfflirnT 
opportunities (LqcaI Qermm mm nt and Mousing 

Act 1989 *33) 

Sec paragraph 14.1, HI. 

14.3 POWERS AVAILABLE TO SOCIAL 
LANDLORDS 

Social kndlufdi air not to any o| ihe 

st atulory ruin applicable to kx al lut booties Their 
ability to carp,- out m ladhtair energy Hfkicno 
measures depend! mllnriy oil 

■ any restriction* imported hy funders on the uve 
to which grants «ui tv pul 

■ their men object* wl out in their rule!, 
cocuiituikm m mrmivaifdurn and ankle* of 
association, 

* if they arc charities. any rest Mellon* impnml 
by charily law, 

If social landlord* provide loan:! that arc rrgulaicd 
under the t imwmei ( tnlll Ad 1974 or arrange loam 
on behalt of tenants, they will need to be licensed. 
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APR Annual percentage rale 

CFL Compart fluorescent lamp 

C-HP Combined beat and power system - 

provide* heat And electricity I or multi- 
residential housing. 

CO, Carbon dioxide - a greenhouse gas pcoduced 
when (o«d3 fuels arc burnt to produce energy 

DBFO Design, build. finance and Op-iaLc 

DF. TR Department nf the Environment, 

Transport and the Regions 
EEAC Energy Efficiency Advice Crmtrc, formerly 
Local Energy Advice Centiv U_EAQ 
EESoP Energy Efficiency Slandardi nf 

Performance 

ERCF Estates Renewal Challenge Fund 

ESCO Energy services company 

EST Energy Saving Trust 

HECA Home Energy QmxrvaUofi Act 1995 

HEE5 Home Energy Efficiency Scheme 



HRA Housing Revenue Account 

HMO Hornes In multiple occupation 

kWh Kilowatt hour - the unit of cLeclrical 

energy usage or pioduction ihai equates 
to a thousand wail* of electrical load 
operating constantly for one hour 
LASHk Ijk 3I Authority Social Housing (Irani 
LEEAC Local Energy Efficiency Advice Centres. 

formerly l-neal Energy Advice 
LSVT Large-scale Voluntary Transfer 

NBA National Energy Action, formerly 

Neighbourhood Energy Action 
NE5 NalkmaJ Energy Services Limited 

OFFER Office of Electricity Regulation 

OFf i AS office of Eras Supply 

PES Public electricity supplier. also known as RICs 

i region at electricity companies In England) 
PVI Private Finance Initiative 

TUV TheitnosiatEc radiator valve 
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Association ol Hriiixh (mill Lolom I Id 
(A» CUM 

tlnlyxMlr lirae. Itanriwt Sr reel ManchrutT MMMIAS 
Tdr am *32 3694. Fax: 0161 *32 3706 

Atwctaliui) u( [nilcprndrnt ( mill l nlmii 

Credit- Umnm House, 102 Tong Street 
BradloEd BD4 6HI> 
tfel/Fur 0127-1 6$2tH2 

unar 

(WE, Gfcston, Wat to Id WD1 m 
Tel: 01923 6642SB. Fix: 01923 6647117 

Chartered InHitulC of Monti rig 

ikiavJ^ House, Westwood lUiMnctt Park 
WtaltWiUd W»y, Coventry CV4 HJI 1 
TUs 01203 BS17KKI. (ax: 01203 695 HO 

C ombined Ileal h Power Association (CllPAl 

(■nnvenor Gardcnt, House 

35/37 Gravenor Cudem, Ijwnton SW1W MS 

Tfel:0I7I »2« 4077 Fax: 0171 *2*0310 

to -opera live Hank pk 

l\> But 200, EVlf Houiit SLrLnlemUlr 

Uncaihire WNB 6NY 

Tel: 01695 553179 fax 01695 35*457 

Department of the Environment, Truiporl 
and I hr Medium |Dt [ R) 

Enrrp kTwo 7fta»f 

Adhknm Hi>uw r 7/1*13, 1 21 Vkldfta Vitrei 
London SW I F. 6DE 

Tel: 0171 *90 6663. FUt: 01 71 *90 6679 

tmTTorrjnenfj/ Action fropunENH-* From (far 
Em/bonmatut Astkm FunJf 
AvhdtrfiVn House, 7/G* 

123 Victoria Sum. lordnn 5WIK6DE 
Tel: 0171 *90 71)3*. Fa*: 0171 39)0 66*9 

toeat Authority Haalnf Hntuftr 

Eland ItouM, llmwniJcn Place, London SWlE 51?U 

Tel: 01 7 J *90 15*1. F IX: 01 7 1 *90 1559 

Ldcji 1 iiosmum-nl Capital flm Ffcf 

Eland tow, IJmremkn Platt, London SWII SDtf 

Tel: 0171 K90 4229 Fa*: 0171 *90 4239/4159 



Private Finance Initialise 

Gewf-uJ mgwhhfi. ror 

knberl Gregory, UETR Private Finance Unit. 

Ailuknrei llmnr. */Cl t 

121 Vklnli Mini, London 55V I E 6IJE 

Td: 0171 *90 5015. Fax; 0171 *90 5009 

FlHfuirirt wi the Local troi mrmnif (l an true Is) 
Act *ttu* ( apital Finance Art Kegulotton* tm 

Mark Frarifcci, LCC dMUnn, Zone 5/Dl Eland House 
firmenden Place, tomfcwi SWl 5PU 
Tct. 01 71 *90 4229. Fax 0171 890 4259 

frtufu tries tin total Pfl to: 

IVler Fanning, Chief Executive 
Puhlfc/Prtvaie Partnership! Programme 
35 Qnat Smith Street. London SWtP 3»J 
Tel: 01 71 664 3145. Fax: 0171 664 3178 

lings l td 

Eldon Court, Eldon Square 

Newcastle upon IVneNEI 7HA 

Tril 0191 230 1K3G. Fax: 0191 230 1*23 

Energy At I ion Scot land 

Suite 4A. Ingram Home,. 227 Ingram Street 
trlatjowGI H>A 

Tel: ONI 226 3064. Fax: 0141 221 27** 

Energy Saving lrusl (E5T) 

2 1 Dartmouth Street. London SWIH 9»P 
M 0171 222 0101. Fax: 0171 654 2444 

mt 

Harwell. Oxfotdshitr OXI 1 O&A 
TW: 01235 436747 Fax 0(235 433066 

Inrepfiin * om miss inn 

8 Sloreyk Gate. London SW1F AAT 
TH:<H7I 973 1992 

Housing Corporation 

Waver ky House, 7 12 Nod Street. London W1V 4* A 
Td: 0171 292 440(1 

l.ocal Government Association 

35 Great Sfllllh Street. Westminster 
London 5W1P3BJ 

Tel: 0171 664 .1000, Fax: 0171 664 3030 
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Local Government Management Hitaril 

lay den House, 76-86 'him ml LI Street 
London EC1M 5QU 

Tel: 0171 296 6600, Fax: 0171 296 6666 

National .Luncktlon of Credit Ini cm Workers 

BCUDA t-td, OHygate House 
25 Moat Lane, lilrmi ogham EiS 6DH 
Tel: 0121 622 1062. Fax: 0121 622 7042 

National Energy Action (NEA) 

5t Andrew's House, 90-92 Pilgrim Street 

Newcrutte-upOU-Tync Nl£l 4Stj 

Tel: 0191 261 5677. Fax: 0191 261 6496 

National Energy Services ltd (MS| 

Rockingham Drive, Liu lord Wood 

Milton Keynes MK14 6£G 

Tfejt 01908 672787. Fax: 01908 662296 

National lottery r JiaHiUcs board 

St. Vincent House, IfaSuCfnllc Street, kinds to SW1Y 4NL 
Tel: 0171 747 5299. Fax: 0171 747 5347 

New Perspectives 

Dealings liarii. Great Dealings. Wbotibrtdgc 
Suffolk IFIJ 6PF 

Tel: 01473 735638. Fax; 01473 735638 

Office of Electricity Regulation [OFFER) 

11 Bdgrave Road, London SW1V 1KB 
Tel: 0171 233 6366. Fax- 0171 233 6449 

Office of Gas Supply (OFGAS) 

Siocklcy House, 130 Wilton Road. London SVvtv llQ 
Tel: 0171 828 0898, Fax: 0171 932 IfiOU 



USEFUL WORLD WIDE WEB PAQE5 

hhp^www.bre.ni.ukfbnnu/ 

BREC5LT Energy Efficiency Best Practice programme - 
buiidltigs-telated projects 

h ltp://www.ene rgy-effide ncy.nrg.uk 

E5T web site fur the 'Fm'igy Efficiency' campaign 

http:/ / www r e*Lmg_Lik 

EST home pages 

http://wwW.eUu, com/echpp/h otite.html 

ET5U Energy Efficiency Best Practice programme - 

industrial projects 

httfc//n , ww.heca.<».uJc 

A site established by a group of local aulhorltles lo 
help councils implement HECA and provide a forum 
on enviinrunenlal Issues 

h ttp://eurnpa.pu, I nt/erii's. nnwi/dg 3 l/dgl I honw.htinl 
Web she of the Directorate-General 1 1 
I Environment i of the European &xmmluton, 
includes details of funding smites 

hltp://eurupJ.cu.Lnt/en/com m/dgl 7/dgl7home.hlni| 
Weh site of the Dtreclorate-Ceneral 17 (Energy) of 
ihc European Commission. 

http://www.cnrdis.l U 

Lmtimunity Research and Development In Jon nation 
Service (CORDIS) has overZOfX) pages Inc luding calls 
lor EU proposals, and details of funding appartunliies. 

http://ulcb.org.uk 

Web Site of the National Lottery Charities Hoard 



Wise Group http://www.tocaljtetr.gov.uk 

72 Charlotte Stt*tt* Glasgow til 5LJW Web site contains a copy of the Private Finance 

Tel: 0141 303 3131 Fax: 0141 303 0070 Initiative guide 
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Ttv# 0*p*rtm«n1 of tl-vo Environmonl, Tram port And 1#» F 
Bd*l PnjdMt* programm* pnwdis Impartial, ■UhertatlvA Informal ton on energy efficiency 
tBdm*qus« *nd lecrtnctoatM tn industry ind bulldinQ» thti mtomwlien I* disseminated 
thnjugti pufollcullOns, v*d*» And KrfHWAM*, TOfldltwr With Mdllran, workshops ond Other 
events Futa&Ctrtions within Ihfl Be*! Pradlco progiiinifTw *ip shown dpposrlo. 



For further Inrormjiiron on; 

EhJlkiinfls- romlmj project* CCrptBCI' 
Enquiries Bureau 

BRECStl 



Induilnai pmtccu 
Energy Elftctoncy 

ETSU 



Gars! on. WnHord, WDff 7 JB 
Td GtB23B64?&e 
F*x OtfiM m*7WT 
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